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FREEDOM OF INFORMATION ACT 
Release No. 44/April 13, 1976 


In the Matter of the Request of 


ELMER J. BENNETT, Esq. on behalf of 
Mary Joy Keane 


ORDER AFFIRMING IN PART, AND REVERSING IN PART, 
THE INITIAL DISPOSITION OF FOIA REQUEST NO. 76-66 


On March 12, 1976, the Commission received the appeal of 
Elmer J. Bennett, Esq., on behalf of his client, Mary Joy 
Keane, from the denial of his request under the Freedom of 
Information Act for access to all documents and materials 
obtained by the Commission relating to Reynolds Securities, 
Inc., Bache Halsey Stuart Inc., (formerly Bache & Co.) and 
Arnold Gerstein in the course of its investigation into the ac- 
tivities of Mr. Gerstein. As a result of this investigation the 
Commission commenced an injunctive action against Mr. 
Gerstein, who consented, without admitting or denying the 
factual allegations, to a Final Judgment of Permanent In- 
junction. Securities and Exchange Commission v. Arnold 
Gerstein, Civil Action No. 75 CIV 2110 (D. NJ., 1975). 
Denying Mr. Bennett's request, the FOIA Officer invoked the 
seventh exemption, 5 U.S.C. 552(b) (7) (A), because dis- 
closure of such documents and materials would tend to in- 
terfere with current law enforcement proceedings, deprive 
certain persons of the right to a fair trial (552(b) (7) (B)) and 
tend to reveal investigative secrets (552(b) (7) (C)); and the 
fifth exemption, 5 U.S.C. 552(b) (5), because the internal 
memoranda would disclose the staff's analysis of informa- 
tion which they obtained in the course of their original in- 
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vestigation. In his letter of appeal, Mr. Bennett narrowed his 
original request to seek “’...only information and documents 
which the Commission or its staff received or obtained from 
persons outside the government without compulsion of 
process.” 


The documents which are the subject of Mr. Bennett's 
appeal are letters to the Commission, some of which have 
attachments and Xerox copies of other correspondence 
voluntarily delivered to the Commission's staff. Much of the 
material contains references to individual investors, in- 
cluding copies of personal checks, confirmation slips and 
copies of related correspondence. 


The Commission, having given consideration to this matter, 
has concluded that the material contained in these 
documents, with two exceptions discussed below, is exempt 
from disclosure pursuant to subsection (b) (7) (C) of the 
Freedom of Information Act as investigatory files the dis- 
closure of which would constitute an unwarranted invasion 
of personal privacy. As noted above, much of the material 
contains references to individual investors and the levels of 
their particular investments, which is the type of personal in- 
formation which should not be disclosed pursuant to re- 
quests under the FOIA. 


In addition to the exemption pursuant to subsection (b) (7) 
(C), the Commission has concluded that the exemption for 
personnel and ‘‘similar files” the disclosure of which would 
constitute a clearly unwarranted invasion of personal privacy 
set forth in subsection (b) (6) also is available to sustain the 
FOIA Officer's denial.' 


In Wine Hobby U.S.A., Inc. v. United States, 502 F.2d 133 
(C.A. 3, 1974), the court concluded that the names and last 
known addresses of persons who produced wine for their 
personal consumption, which were filed with the Internal 
Revenue Service, need not be disclosed pursuant to a re- 
quest under the FOIA since, in the court's view, this informa- 
tion constituted ‘‘similar files’’ within the meaning of the ex- 
emption in subsection (b) (6) the disclosure of which would 
clearly be an unwarranted invasion of personal privacy. The 
materials requested by Mr. Bennett in this case are similar to 
those involved in the Wine Hobby case in that they contain 
the names of individual investors and information as to the 
levels of their investments. In addition, some of the 
documents consist of Xerox copies of personal checks 
written by some of these investors in connection with their 
securities transactions. The Commission believes that these 
kinds of materials properly should be withheld from general 
public disclosure. 


In the past, the Commission has balanced the necessity of 
the disclosure of such materials against the invasions of 
privacy involved. /n the Matter of the Request of Anthony P. 
David, FOIA Rel. No. 26, Sept. 26, 1975, 7 SEC Docket 
813, 814, the Commission stated that where there is a 
demonstrated, “particularized need” for disclosure in con- 
nection with litigation involving violations of the federal 
securities laws, the balance may tip in favor of such dis- 
closure even though it might otherwise seriously offend per- 


sonal privacy. In this case it appears that Mr. Bennett's client 
has instituted a lawsuit against Mr. Gerstein, but the Com- 
mission does not know the purpose of requesting this kind of 
information, and the Commission will not tip the balance in 
favor of disclosure simply because of the pendency of such a 
lawsuit. A “particularized need” for the particular informa- 
tion involved must be shown before the Commission will un- 
dertake to balance the interests involved.? 


Nevertheless, as noted above, there are two letters which 
are ministerial in character and do not contain any factual 
discussion which would disclose the details of securities 
transactions.? These two letters will be provided to Mr. 
Bennett. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





2? Inasmuch as there are other applicable exemptions the 
Commission need not, and does not, reach the issue of the 
applicability of subsection (b) (7) (B). 


3 One letter, dated January 20, 1976, is from John A. Boyd, 
Esq., to a member of the Commission's staff at its New York 
Regional Office. The second letter, dated March 4, 1976, is 
from Jack Pincus, Esq., to the same Regional Office. The se- 
cond letter transmits copies of numerous documents, which 
the Commission will not make available for the reasons 
stated above. 
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"The fact that the FOIA Officer did not rely upon this par- 
ticular exemption does not preclude the Commission from 
doing so on appeal. See /n the Matter of the Request of 
Beekman and Bogue, FOIA Rel. No. 40, Dec. 15, 1975, 8 
SEC Docket 689. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 12327/April 9, 1976 


The Securities and Exchange Commission announced pur- 
suant to Section 12(k) of the Securities Exchange Act of 
1934 (‘Exchange Act’’), the temporary suspension of over- 
the-counter trading for the single ten day period commen- 
cing at 10:55 a.m. (EST) on April 9, 1976 and terminating at 
midnight (EST) on April 18, 1976 of the securities of 
Beefsteak Charlie's Inc. (formerly Steak & Brew Incor- 
porated) (Beefsteak’’) a Delaware corporation with prin- 
cipal executive offices located at 230 Park Avenue, New 
York, New York 10017. 


The Commission ordered the suspension of trading in 
Beefsteak’s securities because of questions which have 
arisen regarding recent market activity in the company’s 
securities. 


The Commission cautions broker-dealers, shareholders, and 
prospective purchasers that they should carefully consider 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 
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Furthermore, brokers and dealers should be alert to the fact 
that, pursuant to Rule 15c2-11 under the Exchange Act, at 
the termination of the trading suspension no quotation may 
be entered unless and until they have strictly complied with 
all of the provisions of said rule. If any broker or dealer has 
any questions as to whether or not he had complied with 
said rule, he should not enter any quotation but immediately 
contact the staff of the Division of Enforcement in 
Washington, D.C. If any broker or dealer is uncertain as to 
what is required by Rule 15c2-11, he should refrain from 
entering quotations relating to the securities in question un- 
til such time as he has familiarized himself with said rule and 
is certain that all of its provisions have been met. If any 
broker or dealer enters any quotation which is in violation of 
said rule, the Commission will consider the need for prompt 
enforcement action. 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12328/April 9, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY THE 
MIDWEST STOCK EXCHANGE, INC. 


File No. SR-MSE-76-9 


The Midwest Stock Exchange submitted on April 2, 1976 a 
proposed rule change under Rule 19b-4 to establish a Com- 
mittee on Specialist Assignment and Evaluation and to 
allocate the responsibilities of that Committee and the Floor 
Procedure Committee. The Committee on Specialist Assign- 
ment and Evaluation would have primary responsibility for 
appointing specialists, co-specialists and relief specialists 
and odd-lot dealers and the responsibility to evaluate and 
monitor their performance and conduct de-registration 
proceedings. The Floor Procedure Committee would retain 
the responsibility to determine when an initial applicant for 
co-specialist satisfies applicable training requirements, and 
retain the power to make temporary appointments as 
specialists, co-specialists and relief specialists, to grant per- 
mission to specialists, co-specialists or relief specialists to 
relinquish their positions, and to suspend at any time 
without prior notice, the registration of a specialist, co- 
specialist or relief specialist pending an opportunity for fair 
hearing on termination of registration. 


Publication of the submission is expected to be made in the 
Federal Register during the week of April 12, 1976. In order 
to assist the Commission to determine whether to approve 
the proposed rule change or institute proceedings to deter- 
mine whether the proposed rule change should be disap- 
proved, interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 25 days from the date of publication in the Federa/ 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the Com- 
mission, Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference should 
be made to File No. SR-MSE-76-9. 


Copies of the submission and of all written comments will be 


available for-inspection at the Securities and Exchange Com- 
mission’s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be available at 
the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12329/April 9, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY THE 
NEW YORK STOCK EXCHANGE, INC. 


File No. SR-NYSE-76-24 


The New York Stock Exchange, Inc. submitted on April 7, 
1976 a proposal under Rule 19b-4 to amend its Rules 100, 
101, 104, 108 and 126 to provide Exchange specialists 
with the ability to properly perform, simultaneously, the 
functions of both speciaiist and odd-lot dealer in a manner 
that protects the public. 


Publication of the submission is expected to be made in the 
Federal Register during the week of April 12, 1976. In order 
to assist the Commission to determine whether to approve 
the proposed rule change or institute proceedings to deter- 
mine whether the proposed rule change should be disap- 
proved, interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 30 days from the date of publication in the Federa/ 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the Com- 
mission, Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference should 
be made to File No. SR-NYSE-76-24. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange Com- 
mission's Public Reference Room 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be available at 
the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12330/April 12, 1976 
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NOTICE OF FILING OF PROPOSED RULE CHANGE BY THE 
MIDWEST STOCK EXCHANGE 


File No. SR-MSE-76-10 


The Midwest Stock Exchange, Inc. ("MSE") submitted on 
April 5, 1976 a proposed rule change under Rule 19b-4 to 
amend Article XVI Rule 2 of the MSE Rules to require 
members to ascertain and notify the exchange of any 
statutory disqualifications (referred to in the Securities Ex- 
change Act of 1934) to which a prospective employee or 
associate may be subject at least 45 days in advance of that 
person's employment or association; if a person already 
employed becomes subject to a statutory disqualification, 
the exchange must be notified promptly. 


Publication of the submission is expected to be made in the 
Federal Register during the week of April 12, 1976. In order 
to assist the Commission to determine whether to approve 
the proposed rule change or institute proceedings to deter- 
mine whether the proposed rule change should be disap- 
proved, interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 30 days from the date of publication in the Federa/ 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the Com- 
mission, Securities and Exchange Commission, 500 North 
Capito! Street, Washington, D.C. 20549. Reference should 
be made to File No. SR-MSE-76-10. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange Com- 
mission’s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be available at 
the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12331/April 12, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
MIDWEST STOCK EXCHANGE, INC. 


File No. SR-MSE-76-8 


The Midwest Stock Exchange, Inc. (“MSE’’) submitted on 
April 2, 1976, a proposed rule change under Rule 19b-4 to 
establish a standing committee to coordinate and develop 
MSE positions and plans regarding market structure 
matters. On April 9, 1976, the MSE filed an amendment 
designating the proposed rule change as concerned solely 
with the administration of the MSE. 


The foregoing rule change has become effective, pursuant to 
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Section 19(b) (3) (A) of the Securities Exchange Act of 
1934. At any time within sixty days of the filing of such 
proposed rule change, the Commission may summarily 
abrogate such rule change if it appears to the Commission 
that such action is necessary or appropriate in the public in- 
terest, for the protection of investors, or otherwise in 
furtherance of the purposes of the Securities Exchange Act 
of 1934. 


Publication of the submission is expected to be made in the 
Federal Register during the week of April 12, 1976. 
Interested persons are invited to submit written data, views 
and arguments concerning the submission within 21 days 
from the date of publication in the Federa/ Register. Persons 
desiring to make written submissions should file six copies 
thereof with George A. Fitzsimmons, Secretary, Securities 
and Exchange Commission, 500 North Capitol Street, 
Washington, D.C. 20549. Reference should be made to File 
No. SR-MSE-76-8. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange Corn- 
mission's Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be available at 
the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12332/April 12, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
PBW STOCK EXCHANGE, INC. 


(File No. SR-PBW-76-6) 


On March 22, 1976 the PBW Stock Exchange, Inc. (“PBW”) 
submitted pursuant to Rule 19b-4 under the Securities Ex- 
change Act of 1934 a proposed rule change concerning 
transactions by officers and employees of PBW in certain 
options and in securities underlying PBW options. 


Publication of the submission is expected to be made in the 
Federal Register during the week of April 12, 1976, and in- 
terested persons are invited to submit written comments 
thereon within 30 days of such publication. Six copies of 
these written comments should be filed with the Secretary 
of the Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. SR- 
PBW-76-6. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange Com- 
mission’s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be available at 
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J @ the principal office of the PBW Stock Exchange, Inc. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12333/April 12, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
PBW STOCK EXCHANGE, INC. 


(File No. SR-PBW-76-10) 


On March 19, 1976 the PBW Stock Exchange, Inc. (‘“PBW’”’) 
submitted pursuant to Rule 19b-4 under the Securities Ex- 
change Act of 1934 a proposed rule change to amend its 
Options Rule 999, 1000, 1052, 1029, 1033, and its Pilot 
Program for Trading Options ("Plan”) in order to accom- 
modate the trading of put options as well as call options on 
the PBW. 


Publication of the submission is expected to be made in the 
Federal Register during the week of April 12, 1976, and in- 
terested persons are invited to submit written comments 
thereon within 30 days of such publication. Six copies of 
these written comments should be filed with the Secretary 
of the Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. SR- 
PBW-76-10. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange Com- 
mission’s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be available at 
the principal office of the PBW Stock Exchange, Inc. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12334/April 12, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY 
AMERICAN STOCK EXCHANGE, INC. 


(File No. SR-Amex-76-12) 


On March 25, 1976 the American Stock Exchange, Inc. 


(“Amex”) submitted pursuant to Rule 19b-4 under the 
Securities Exchange act of 1934 a proposed rule change to 
expand its options program with respect to the number of 
underlying stocks on which it could approve call options 
trading from the current number of sixty (60) options classes 
to one hundred (100) call options classes. 


Publication of the submission is expected to be made in the 
Federal Register during the week of April 12, 1976, and in- 
terested persons are invited to submit written comments 
thereon within 30 days of such publication. Six copies of 
these written comments should be filed with the Secretary 
of the Commission, 500 North Capitol Street, Washington, 
D.C. 20549. Reference should be made to File No. SR- 
Amex-76-12. 


Copies of the submission and of ali written comments will be 
available for inspection at the Securities and Exchange Com- 
mission's Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be available at 
the principal office of the American Stock Exchange, Inc. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12335/April 12, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY THE 
PACIFIC STOCK EXCHANGE, INC. 


File No. SR-PSE-76-5 


The Pacific Stock Exchange Inc. (‘the Exchange’’) submitted 
on March 31, 1976 a proposed rule change under Rule 19b- 
4 to amend Rule VII of the Exchange to adopt the Financial 
and Operational Combined Uniform Single (“FOCUS”) 
Report, which is designed to simplify and make uniform the 
financial and operational reporting of Exchange member 
organizations required under the Securities Exchange Act of 
1934. The FOCUS Report is intended to consolidate report- 
ing requirements for surveillance purposes, the annual 
audit, customer statements and economic data collection. 
The proposed rule, in adopting the FOCUS Report, deletes 
provisions which previously required the submission of 
various other financial and operational forms and reports by 
member organizations to the Exchange. 


Publication of the submission is expected to be made in the 
Federal Register during the week of April 19, 1976. In order 
to assist the Commission in determining whether to approve 
the proposed rule change or institute proceedings to deter- 
mine whether the proposed rule change should be disap- 
proved, interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 21 days from the date of publication in the Federa/ 
Register. Persons desiring to make written submissions 
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should file six copies thereof with the Secretary of the Com- 
mission, Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference should 
be made to File No. SR-PSE-76-5. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange Com- 
mission’s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Ccvies of the filing will also be available at 
the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12336/April 12, 1976 


NOTICE OF FILING OF PROPOSED RULE CHANGE BY THE 
AMERICAN STOCK EXCHANGE, INC. 


File No. SR-Amex-76-13 


The American Stock Exchange, Inc. (the ““Amex"’) submitted 
on April 6, 1976 a proposed rule change under Rule 19b-4 
to eliminate those provisions establishing minimum com- 
missions which must be charged by members for the execu- 
tion of business on the Amex for other members. 


Publication of the submission is expected to be made in the 
Federal Register during the week of April 12, 1976. In order 
to assist the Commission to determine whether to approve 
the proposed rule change or institute proceedings to deter- 
mine whether the proposed rule change should be disap- 
proved, interested persons are invited to submit written 
data, views and arguments concerning the submission 
within 15 days from the date of publication in the Federa/ 
Register. Persons desiring to make written submissions 
should file six copies thereof with the Secretary of the Com- 
mission, Securities and Exchange Commission, 500 North 
Capitol Street, Washington, D.C. 20549. Reference should 
be made to File No. SR-Amex-76-13. 


Copies of the submission and of all written comments will be 
available for inspection at the Securities and Exchange Com- 
mission’s Public Reference Room, 1100 L Street, N.W., 
Washington, D.C. Copies of the filing will also be available at 
the principal office of the above-mentioned self-regulatory 
organization. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 12337/April 13, 1976 


In the Matter of: 


THE NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 

1735 “K" Street, N. W. 

Washington, D. C. 20006 


FILE NO. SR-NASD-76-3 


ORDER APPROVING PROPOSED RULE CHANGE 


On February 26, 1976, the National Association of 
Securities Dealers, Inc. (“NASD”), filed with the Commis- 
sion, pursuant to Section 19(b) of the Securities Exchange 
Act of 1934 (the “Act’’), as amended by the Securities Acts 
Amendments of 1975, and Rule 19b-4 thereunder, copies 
of a proposed rule change. 


The proposed rule change amends Schedule D of the NASD 
By-laws by eliminating NASDAQ net capital requirements, 
amending block reporting requirements, amending fees for 
Level 1 usage, reducing the NASDAQ market maker require- 
ment and outlining procedures on limitation of access to the 
NASDAQ System. In addition, the proposed rule change 
would permit inclusion in the NASDAQ System of securities 
issued by certain open-end investment companies registered 
under the Investment Company Act of 1940. 


Notice of the proposed rule change together with the terms 
of substance of the proposed rule change was given by 
publication of a Commission Release (Securities Exchange 
Act Release No. 34-12150 (February 27, 1976) and by 
publication in the Federal Register (41 Fed. Reg. 9631 
(March 5, 1976)). 


The Commission finds that the proposed rule change is con- 
sistent with the requirements of the Act and the rules and 
regulations thereunder applicable to national securities 
associations, and in particular, the requirements of Sections 
15A(b)(11) and 15A(h)(3) and the rules and regulations 
thereunder. The Commission believes that the proposed rule 
change which would permit inclusion in NASDAQ of 
securities issued by certain open-end investment companies 
will benefit existing shareholders in that it will promote the 
secondary market for such shares. Moreover, in order to 
minimize potential unfairness to shareholders, the NASD 
has agreed, among other things, to include a symbol along 
with the quotations in these shares which will refer to the 
NASDAQ Directory of Security and Market Maker !den- 
tifiers. The language in the Directory will inform members 
making inquiry of the market in such shares that the issuer is 
a registered investment company and that the shares are 
also redeemable at their current net asset value. In addition, 
the language in the Directory will remind members of their 
obligations to customers as set forth in the NASD Board of 
Governor's Interpretation with respect to Execution of Retail 
Transactions in the Over-the-Counter Market, which re- 
quires members and persons associated with members to 
use reasonable diligence to ascertain the best market for the 
security and to buy and sell in that market so that the price 
to the customer is as favorable as possible under prevailing 
market conditions. 
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IT IS THEREFORE ORDERED, pursuant to Section 19(b)(2) 
of the Act, that the proposed rule change filed with the Com- 
mission on February 26, 1976, be, and it hereby is, ap- 
proved. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12338/April 13, 1976 


The Securities and Exchange Commission has ordered 
public administrative proceedings under the Securities Ex- 
change Act of 1934 involving Alex-Brown & Sons 
(Registrant), a registered broker-dealer and investment ad- 
viser with offices located in seven states and the District of 
Columbia. Also named as a respondent in these proceedings 
is Harry Adler (Adler) of Oxford, Maryland, a registered 
representative with Registrant. In anticipation of these 
proceedings and without admiting or denying the allegations 
against them, the respondents submitted offers of settle- 
ment which the Commission accepted. 


The order is based upon allegations by the Commission's 
staff that Registrant and Adler, singly and in concert with 
others, wilfully violated and wilfully aided and abetted 
violations of the antifraud provisions of the Securities Ex- 
change Act of 1934 (Exchange Act) and manipulated the 
market price of the securities of AVX Corp. (AVX). The order 
alleges that material false and misleading statements were 
made by respondents concerning, among other things: (1) 
the size of Adler and his family’s position in AVX stock; (2) 
the size of the position held by Registrant's customers in 
AVX stock; and (3) the quality, soundness and safety of an 
investment in AVX stock. In addition, respondents, while 
participating in a distribution of the common stock of AVX, 
bid for and purchased securities for accounts in which they 
had a beneficial interest and induced cther persons to 
purchase such securities prior to completing said distribu- 
tion. Respondents also, through the use of the facilities of a 
national securities exchange, effected a series of transac- 
tions in the common stock of AVX, thus creating actual and 
apparent active trading in such securities for the purpose of 
inducing the purchase and sale of such securities by others 
and to maintain, dominate, control and manipulate the 
market price of AVX stock. 


The order aiso alleges that Registrant and Adler violated the 
reporting provisions of the Exchange Act on that they failed 
to file stock ownership reports and made false and mis- 
leading statements in stock ownership reports which were 
filed with the Commission. 


Additionally, the order alleges that Registrant failed 
reasonably to supervise persons who were subject to its 
supervision with a view of preventing certain of the above 
violations (Also see release 34-12339) 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12339/April 13, 1976 


Admin. Proc. File No. 3-5002 
In the Matter of 

ALEX BROWN & SONS 
135 E. Baltimore Street 
Baltimore, Maryland 21201 
HARRY ADLER 

Ted Avon Avenue 

Oxford, Maryland 21654 


FINDINGS AND ORDER 
SANCTIONS 


IMPOSING REMEDIAL 


in anticipation of these broker-dealer proceedings under the 
Securities Exchange Act of 1934 (Exchange Act) Alex. 
Brown & Sons (Registrant) and Harry Adler (Adler), a 
registered representative of Registrant, have submitted, 
without admitting or denying the allegations in the order for 
proceedings, offers of settlement which the Commission has 
determined to accept. 


In his offer of settlement Adler waives, among other things, 
the provisions of Section 15(b) of the Exchange Act which 
require findings of wilful violations. 


In its offer of settlement Registrant undertakes to establish a 
fund of at least $250,000 to repay losses incurred by certain 
investors in transactions involving AVX corporation stock. 
Registrant additionally undertakes to institute improvements 
in its supervisory procedures. 


On the basis of the order for proceedings and the offers of 
settlement it is found that Alex. Brown & Sons wilfully 
violated Sections 9(a)(2), 10(b), 13(d) and 16(a) of the Ex- 
change Act and Rules 10b-5, 10b-6, 13d-1, 13d-2 and 
16a-1 thereunder and failed reasonably to supervise, with a 
view to preventing violations of Sections 9(a)(2) and 10(b) 
of the Exchange Act and Rules 10b-5 and 10b-6 
thereunder, a registered representative and others who were 
subject to its supervision and who committed such 
violations. 


It is further found that is it in the public interest to impose 
the sanctions specified in the offers of settlement. 


Accordingly, IT iS ORDERED that: 


1) Subject to the terms, conditions and undertakings 
in its offer of settlement Alex. Brown & Sons be and 
hereby is, censured, and that the securities activities 
on the American Stock Exchange of the Baltimore 
home office and of the Easton, Maryland branch office 
of Alex. Brown & Sons, be and hereby are suspended 
for 30 days, (except for unsolicited trades by existing 
customers) effective at the opening of business on the 
second Monday after the date of this order; and 


2) Harry Adler be and hereby is, barred from associa- 
tion with any broker-dealer, investment adviser and in- 
vestment company, effective ninety (90) days from the 
date of this order. 
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By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12340/April 14, 1976 


An order has been issued grating the applications of the 
following stock exchanges to strike the common stock and 
other specified security from listing and registration: 


Detroit Stock Exchange - \NA Investment Securities, 
Inc.; DWG Corporation ($.60 cumulative convertible 
preferred stock). 


American Stock Exchange, Inc. - Avien, Inc. 


The delisting application for INA and DWG were made at 
the request of the issuer. The common stock of INA remains 
listed and registered on the New York and PBW Stock Ex- 
changes. The common stock of DWG remains listed and 
registered on the Pacific Stock Exchange, Inc. 


On February 19 Avien was adjudicated bankrupt and li- 
quidation of the company has been authorized by the 
Bankruptcy Court. 


SECURITIES EXCHANGE ACT OF 1934 
Release No. 12341/April 14, 1976 


A notice has been issued giving interested persons until 
April 23 to to request a hearing on the applications of the 
following stock exchanges for unlisted trading privileges in 
the common stock and other specified securities of the com- 
panies listed below: 


Boston Stock Exchange 


Central Telepone & Utililites Corp. 

Gibraltar Financial Corp. of California (capital stock- 
$1.00 par value) 

Houston Oil & Mineral Corp. 

Kennametal, Inc. 

MCA, Inc. 

Whittaker Corp. 

Tandycrafts, Inc. 


PBW Stock Exchange, Inc. 


Gulf & Western Industries, Inc. (“"New’ Warrants (Ex- 
piring January 31, 1978)) 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12342/April 14, 1976 
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NOTICE OF PUBLIC MEETING TO DISCUSS CERTAIN 
PROPOSED AMENDMENTS TO RULE 10a-1 UNDER THE 
SECURITIES EXCHANGE ACT OF 1934. 


The Commission today announced that it will convene a 
public meeting on April 26, 1976, to discuss with represen- 
tatives of various self-regulatory organizations certain un- 
resolved issues with respect to Rule 10a-1 under the 
Securities Exchange Act of 1934 (the “Act’’) raised by two 
proposed amendments to that Rule (the “Proposals’’) 
publicized in Securities Exchange Act Release No. 11468 
(June 12, 1975) (Release No. 11468”). 


In Release No. 11468, the Commission adopted a number 
of amendments to Rules 10a-1 and 10a-2 (the “short sale 
rules’) under the Act to provide a comprehensive pattern of 
short sale regulation for securities (‘reported securities’) as 
to which last sale information is reported in the consolidated 
transaction reporting system (the “consolidated system’’) 
contemplated by Rule 17a-15 under the Act. As amended, 
Rule 10a-1 provides that, after last sale data concerning 
reported securities is made available in the consolidated 
system on a real-time basis, short sales of reported 
securities may be made only on “zero-plus” or ‘‘plus” ticks 
established by reference to the last sale from any market 
reported in the consolidated system, subject to certain ex- 
ceptions. The Rule also provides that, as an alternative to the 
foregoing test, an exchange may elect, by rule, to measure 
short sale permissibility in its market by reference to the last 
sale on that exchange (rather than the last sale in the con- 
solidated system). ' These new provisions of Rule 10a-1 will 
become operative on April 30, 1976, unless further 
deferred. 2 


The first of the proposed amendments contemplated by the 
Proposals would permit short sales in reported securities to 
be measured by reference to either the last sale reported in 
the consolidated system or the last sale in the market in 
which the short sale is to be effected (treating the over-the- 
counter market in reported securities as a single market). 
The second proposed amendment contemplated by the 
Proposals would modify the so-called ‘equalizing exemp- 
tion,” contained in paragraph (e)(5) of Rule 10a)1, to make it 
available on a limited basis to persons other than exchange 
specialists, registered exchange market makers, and 
qualified third market makers.° 


Representatives of certain self-regulatory organizations have 
requested an opportunity to appear before the Commission 
to augment their written comments on the Proposals orally. 
The Commission has determined to grant these requests and 
hereby announces that the requested meeting, which will be 
open to all interested persons, will commence at 10:00 a.m. 
on Monday, April 26, 1976, in the Commission meeting 
room (room 825), 500 North Capitol Street, Washington, 
D.C. 20549. Representatives of all self-regulatory 
organizations are invited to appear at the meeting to present 
views on the Proposals. 





‘Release No. 11468 at 5. 


2 Securities Exchange Act Release No. 12138 (February 25, 


1976). 


3 Release No. 11468 at 5-9. 
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Representatives of self-regulatory organizations desiring to 
attend and present views should contact Mr. Andrew M. 
Klein, Associate Director, Division of Market Regulation, at 
(202) 755-1418 to indicate the estimated length of their 
presentations. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12343/April 14, 1976 


The Securities and Exchange Commission has ordered 
public administrative proceedings under the Securities Ex- 
change Act of 1934 (‘Exchange Act’) against Hibbard & 
O'Connor Securities, Inc. (“HOS”), a registered broker- 
dealer, Hibbard, O'Connor & Weeks, Inc. (“HOW”), a broker- 
dealer applying for registration as a municipal securities 
dealer, Phillip S. Hibbard, Aubrey D. O’Connor and John 
Mark Lee Osborne, all of Houston, Texas. 


These proceedings are based on allegations by the Com- 
mission's staff that: 


(1)HOS, HOW, Hibbard, O'Connor and Osborne 
wilfully violated the anti-fraud provisions of the Ex- 
change Act in concealing the true financial condition 
of HOS, and in causing HOW to engage in fraudulent 
transactions with HOW’s customers; 


(2) HOS, HOW, Hibbard, O'Connor and Osborne 
wilfully violated the anti-fraud provisions of the Ex- 
change Act in that, while participating in a distribution 
of certain securities, they bid for and purchased such 
securities for accounts in which they had beneficial in- 
terests prior to completing the distribution of such 
securities; 


(3) HOS, HOW, Hibbard, O'Connor and Osborne 
wilfully violated the broker-dealer registration 
provisions of the Exchange Act in permitting HOW to 
conduct an interstate business as a broker-dealer in 
securities without being so registered with the Com- 
mission; 


(4) HOS, HOW, Hibbard, O’Connor and Osborne 
wilfully violated customer confirmation rules 
promulgated under the Exchange Act in failing to con- 
firm customer transactions while participating and be- 
ing otherwise financially interested in the distribution 
of certain securities; 


(5) HOS, HOW, Hibbar, O’Connor and Osborne wilfully 
violated the anti-hypothecation rules under the Ex- 
change Act in permitting the hypothecation of 
customers’ securities without appropriate customer 
authorization; 


(6) HOS, HOW, Hibbard, O'Connor and Osborne 


wilfully violated the financial - responsibility rules 
promulgated under the Exchange Act in permitting 
HOS to conduct business while not in compliance with 
such provisions; 


(7) HOS, HOW, Hibbard, O’Connor and Osborne 
wilfully violated the record keeping rules promulgated 
under the Exchange Act in that they failed to accurate- 
ly make and keep current certain required books and 
records; 


(8) HOS,HOW, Hibbard, O’Connor and Osborne wilful- 
ly violated financial reporting requirements 
promulgated under the Exchange Act in failing to 
notify the Commission of HOS’ deficiency in net 
capital; 


(9) HOS permitted a person disqualified from associa- 
tion with registered broker-dealers to become and re- 
main an associated person of HOS, without the con- 
sent of the Commission; 


(10) HOS,HOW, Hibbard, O'Connor and Osborne fail- 
ed to reasonably supervise persons under their super- 
vision with a view to preventing the foregoing 
violations. 


In anticipation of these proceedings the respondents sub- 
mitted an offer of settlement. (See Release 34-12344). 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12344/April 14, 1976 


Admin. Proc. File No. 3-5003 
In the Matter of 


HIBBARD & O’CONNOR SECURITIES, INC. 
1300 Main Street 
Houston, Texas 77002 


HIBBARD, O’CONNOR & WEEKS, INC. 
1300 Main Street 
Houston, Texas 77002 


PHILIP S. HIBBARD 
11710 Broken Bough Circle 
Houston, Texas 77024 


AUBREY D. O’CONNOR 
2208 Fulham Court 
Houston, Texas 77042 


JOHN MARK LEE OSBORNE 
11029 Kemwood 
Houston, Texas 77024 


ORDER IMPOSING REMEDIAL SANCTIONS AND 
GRANTING REGISTRATION 


In these broker-dealer proceedings under the Securities Ex- 


SEC DOCKET/411 








change Act, Hibbard & O’Connor Securities, Inc. 
(“registrant”), a registered broker-dealer; Hibbard, O'Connor 
& Weeks, Inc. (“HOW”), a broker-dealer which wholly owns 
HOW and which has filed an application for registration as a 
broker-dealer, Philip S. Hibbard, Aubrey D. O'Connor and 
John Mark Lee Osborne, each of whom is an officer and 
director of registrant and HOW, have, without admitting or 
denying the allegations in the order for proceedings, sub- 
mitted an offer of settlement which the Commission has 
determined to accept. 


The offer of settlement provides, among other things that: 


(1) HOW will engage only in the business of buying or 
otherwise acquiring, selling or otherwise disposing of, 
and generally dealing in and with ‘municipal 
securities,” as defined by Section 3(a) (29) of the Ex- 
change Act; 


(2) HOW will not engage in the business of buying or 
otherwise acquiring, selling or otherwise disposing of, 
and generally dealing in and with corporate bonds or 
other corporate securities; 


(3) HOW will engage in the business of a municipal 
securities broker-dealer only with respect to other 
municipal securities broker-dealers registered with the 
Commission and institutional customers, including, by 
way of illustration only and not in limitation of the type 
of institutional customers intended, banks, savings 
and loan associations, credit unions, pension and/or 
retirement funds, corporations and the like; and HOW 
shall not sell municipal securities to and/or buy 
municipal securities from any individual or natural per- 
son not registered with the Commission as a broker- 
dealer; 


(4) HOW will transact its business as a municipal 
securities broker-dealer only on a ‘‘cash on delivery’’ 
basis, that is to say, that municipal securities sold by 
HOW to an institutional customer shall be delivered to 
said institutional customer or an authorized represen- 
tative thereof simultaneously in exchange for the full 
payment by said institutional customer or authorized 
representative thereof at the sales price of such 
securities; and in the case of municipal securities 
purchased by HOW from an institutional customer, 
HOW or an authorized representative thereof shall pay 
the full purchase price thereof simultaneously in ex- 
change for the delivery of the municipal securities so 
purchased by HOW by said institutional customer or 
an authorized representative thereof. Nothing herein 
shall preclude HOW from engaging in the practice of 
“pair-offs” with any other broker-dealer registered 
with the Commission, provided such practice is not 
prohibited by any rule of the Municipal Securities 
Rulemaking Board and/or the Commission; 


(5) HOW will not engage in the buying and/or selling 
of municipal securities from any HOW branch office, it 
being understood that HOW’s current home office is 
located at 1300 Main Street, Houston, Texas 77002; 
(6) HOW will not engage in the following practices: 
(a) “buy-back” trades. A “buy-back” trade is defined 
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as a transaction whereby a broker-dealer of municipal 
securities purchases from a customer a municipal 
security previously sold to said customer by said 
broker-dealer before said municipal security is 
delivered to and paid for by said customer; 


(b) ‘adjusted’ trades. An “adjusted” trade is defined as 
a transaction whereby a bank, or other financial in- 
stitution, owning municipal securities which are 
carried on its books at cost, but having a market value 
below cost, sells such municipal securities to a broker- 
dealer at a price above the market value thereof, 
usually at a price equivalent to the book value of said 
municipal securities and then the bank purchases from 
the same broker-dealer other municipal securities 
(often of longer maturity and with a higher yield) at a 
price sufficiently above market value to reimburse the 
broker-dealer for (i) the loss it sustained on the 
municipal securities purchased from said bank, and (ii) 
the broker-dealer’s fee; and 


(c) “parking” trades. A “parking” trade is defined as a 
transaction whereby a broker-dealer purports to sell 
securities to a customer (which securities do not have 
sufficient market value at the time to avoid a substan- 
tial “haircut” with respect to net capital and aggregate 
indebtedness computations), with the understanding, 
oral or written, that the customer will hold the 
securities for a stipulated time (usually over the time 
when the broker-dealer is required to prepare and file 
its net capital and aggregate indebtedness com- 
putations), at which time the broker-dealer will 
repurchase said securities, and in connection with 
which the broker-dealer does not record on its books 
and records the fact of its repurchase obligations 


(7) HOW shall create the position of “Compliance 
Director’ and appoint to such position such person as 
is acceptable to the Commission. Such compliance 
Director shall report directly, and shall be answerable 
solely, to the Board of Directors of HOW, and the By- 
Laws and Articles of Incorporation of HOW shall, if 
necessary, be amended or supplemented to achieve 
that end. it shall be the duty of such Compliance 
Director to prepare and promulgate a manual in 
respect of compliance with all applicable securities 
laws and rules and regulations promulgated by the 
Commission, the Municipal Securities Rule-making 
Board and the NASD, if applicable, to HOW’s 
business, and to undertake a retraining of all manage- 
ment, sales and back office personnel of HOW with 
respect to the contents of such Manual and the com- 
pliance program of HOW; 


(8) HOW shall submit to the Houston, Texas, branch 
office of the Commission on a monthly basis, no later 
than the tenth day of each month, net capital and 
aggregate indebtedness computations compiled in ac- 
cordance with applicable law and rules and 
regulations of the Commission; 


(9) The common stock of HOW owned or controlled by 
Aubrey D. O'Connor and John Mark Lee Osborne shall 
be placed in a voting trust, in form and substance 
satisfactory to the Commission, for a period of two (2) 
years, commencing with the date of the order from the 
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Commission contemplated hereunder, the trustee of 
which shall be acceptable to the Commission and 
which trustee shall be charged with the duty, pursuant 
to such voting trust, to vote such common stock to in- 
sure the election to the Board of Directors of HOW of 
three (3) independent outside directors, each of whom 
shall be acceptable to the Commission, shall be com- 
pensated on 3 basis satisfactory to the Commission 
and reimbursed for all expenses incurred in connection 
with serving as a director of HOW. During said two- 
year period, the Board of Direciors of HOW shall never 
consist of more than five (5) members, and the By- 
Laws and Articles of Incorporation of HOW shall, if 
necessary, be amended or supplemented to achieve 
such end; 


(10) HOW may own, vote and control all of the com- 
mon stock of Hibbard & O’Connor Government 
Securities, Inc., a Texas corporation (“HOGS”), which 
corporation may engage in the business of buying or 
otherwise acquiring, selling or otherwise disposing of, 
and generally dealing in and with securities which are 
direct obligations of, or guaranteed as to principal or 
interest by, the United States, or securities issued or 
guaranteed by corporations in which the United States 
has a direct or indirect interest as shall be designated 
for exemption from the Exchange Act by the Secretary 
of the Treasury of the United States as necessary or 
appropriate in the public interest or for the protection 
of investors (“Government Securities’). HOGS shall 
conduct its Government Securities business in accor- 
dance with all applicable laws and rules and 
regulations; The books and records of HOGS and any 
other subsidiary or affiliated company and HOW shall 
at all reasonable times be available for review by 
representatives of the Commission. 


On the basis of the order for proceedings and the offer 
settlement, it is found that: 


1) Registrant willfully violated and Hibbard, O'Connor 
& Weeks, Inc., Philip S. Hibbard, Aubrey D. O'Connor 
and John Mark Lee Osborne willfully aided and 
abetted violations of Sections 15(c) (1), 15(c) (2), 
15(c) (3), and 17(a) of the Securities Exchange Act 
and Rules 15c1-6, 15c2-1, 15c3-1, 17a-3 and 17a- 
11 thereunder; 


2) Hibbard, O'Connor & Weeks, Inc. willfully violated 
and Registrant, Philip S. Hibbard, Aubrey D. O’Connor 
and John Mark Lee Osborne willfully aided and 
abetted violations of Section 15(a) of the Securities 
Exchange Act; 


3) Registrant, Hibbard, O'Connor & Weeks, Inc., Philip 
S. Hibbard, Aubrey D. O'Connor and John Mark Lee 
Osborne willfully violated and willfully aided and 
abetted violations of Section 10(b) of the Securities 
Exchange Act and Rules 10b-5 and 10b-6 thereunder. 


In view of the foregoing, it is in the public interest to 
impose the sanctions specified in the offer of settle- 
ment. 


Accordingly, IT 1S ORDERED that: 


1) The broker-dealer registration of Hibbard & O’Con 






nor Securities, Inc. be, and hereby is, revoked; but 
without prejudice to the appeal by HOS Philip S. Hib- 
bard, Aubrey D. O’Connor and/or Oscar E. Collier, to 
the Commission of findings made and sanctions im- 
posed by the National Association of Securities 
Dealers, Inc. which appeal is now pending before the 
Commission in Administrative Proceeding File No. 3- 
4822. 


2) Philip S. Hibbard be, and hereby is, barred from be- 
ing associated with any registered broker or dealer, 
provided, however that after a period of one year from 
the date of this order, Philip S. Hibbard may apply to 
become associated with a broker or dealer as a super- 
vised employee in a non-supervisory capacity with 
respect to sales personnel. 


3) Aubrey D. O'Connor be, and hereby is, barred from 
being associated with any registered broker or dealer, 
effective sixty (60) business days after the data of this 
order, provided, however, that after a period of one 
year from the effective date of this order Aubrey D. 
O'Connor may apply to become associated with a 
broker-dealer as a supervised employee in a non- 
supervisory capacity with respect to sales personnel. 


4) John Mark Lee Osborne be, and hereby is, suspend- 
ed for a period of sixty (60) business days from being 
associated with any registered broker or dealer, 


It is further ordered that the application for registration of 
Hibbard, O'Connor & Weeks, Inc. as a broker-dealer, filed on 
October 9, 1975, be and hereby is, effective. 


By the Commission. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12345/April 14, 1976 


In the matter of: 


THE NATIONAL ASSOCIATION OF SECURITIES 
DEALERS, INC. 

1735 “K" Street, N.W. 

Washington, D.C. 20006 


(File No. SR-NASD-75-3) 

ORDER APPROVING PROPOSED RULE CHANGE 

On October 22, 1975, the National Association of Securities 
Dealers, Inc. (“NASD”), filed with the Commission, pursuant 
to Section 19(b) of the Securities Exchange Act of 1934 
{the ‘‘Act’’), as amended by the Securities Acts 
Amendments of 1975, and Rule 19b-4 thereunder, copies 
of a proposed rule change. 


The proposed rule change amends Article II!, Section 32 
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(and Appendix “C’ thereto) of the NASD’s Rules of Fair 
Practice so as to permit, subject to certain conditions, the in- 
clusion of a greater deductible provision in a fidelity bond for 
those members purchasing coverage in excess of the re- 
quired minimum coverage, among other things. 


Notice of the proposed rule change together with the terms 
of substance of the proposed rule change was given by 
publication of a Commission Release (Securities Exchange 
Act Release No. 34-11765 (October 24, 1975)) and by 
publication in the Federal Register (40 Fed. Reg. 50760 
(October 31, 1975)). 


The Commission finds that the proposed rule change is con- 
sistent with the requirements of the Act and the rules and 
regulations thereunder applicable to national securities 
associations, and in particular, the requirements of Section 
15A and the rules and regulations thereunder. 


IT IS THEREFORE ORDERED, pursuant to Section 19(b) (2) 
of the Act, that the proposed rule change filed with the Com- 
mission on October 22, 1975, be, and it hereby is, approved. 


For the Commission by the Division of Market Regulation, 
pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12346/April 14, 1976 


Admin. Proc. File Nos. 3-4958, 3-4138 
In the Matter of 
B. J. LERNER AND COMPANY, INC. 
File No. 8-15002 


FINDINGS AND ORDER OPPOSING 
REMEDIAL SANCTIONS 


in these administrative proceedings under the Securities and 
Exchange Act of 1934 ("Exchange Act’), B. J. Lerner and 
Company, Inc. (‘Registrant’), a registered broker-dealer, 
failed to appear at hearings in these matters on March 9, 
1976 of which it was duly notified and is therefore in 
default." 


On the basis of the orders, it is found that: 
1. Registrant wilfully violated Sections 5 and 17(a) of 
the Securities Act of 1933; and 


2. Registrant wilfully violated Sections 10(b), 15(c), 
and 17(a) of the Exchange Act and Rules 10b-5, 
15c2-11, and 17a-3 thereunder. 





"Rule 6(e) of the Commission’s Rules of Practice provide 
that the allegations in the order may be deemed to be true 
as to a defaulting respondent. 
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In view of the foregoing, it is in the public interest to revoke 
Registrant's broker-dealer registration. 


Accordingly, IT IS ORDERED that the registration of B. J. 
Lerner and Company, Inc., as a broker-dealer, be and it 
hereby is revoked. 


For the Commission, by its Secretary, pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 





SECURITIES EXCHANGE ACT OF 1934 
Release No. 12347/April 15, 1976 


The Securities and Exchange Commission announced pur- 
suant to Section 12(k) of the Securities Exchange Act of 
1934 (‘Exchange Act’) the temporary suspension of over- 
the-counter trading for the continuing ten day period com- 
mencing at midnight (EST) on April 16, 1976 and continuing 
through midnight (EST) on April 26, 1976, of the securities 
of Emersons, Ltd., a Delaware corporation with principal ex- 
ecutive offices located at 11790 Parklawn Drive, Rockville, 
Maryland. 


The suspension of trading was initially ordered pending 
resolution of questions concerning the accuracy and ade- 
quacy of certain financial statements and disclosures of 
Emersons including those included in filings with the Com- 
mission and questions concerning transactions between 
Emersons and certain of its officers and suppliers. The 
suspension of trading was requested by the company. 


The Commission cautions broker-dealers, shareholders, and 
prospective purchasers that they should carefully consider 
the foregoing information along with all other currently 
available information and any information subsequently 
issued by the company. 


Furthermore, brokers and dealers should be alert to the fact 
that, pursuant to Rule 15c2-11 under the Exchange Act, at 
the termination of the trading suspension no quotation may 
be entered unless and until they have strictly complied with 
all of the provisions of said rule. If any broker or dealer has 
any questions as to whether or not he has complied with 
said rule, he should not enter any quotation but immediately 

ontact the staff of the Division of Enforcement in 
Washington, D.C. If any broker or dealer is uncertain as to 
what is required by Rule 15c2-11, he should refrain from 
entering quotations relating to the securities in question un- 
til such time as he has familiarized himself with said rule and 
is certain that all of its provisions have been met. If any 
broker or dealer enters any quotation which is in violation of 
said rule, the Commission will consider the need for prompt 
enforcement action. 
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SECURITIES EXCHANGE ACT OF 1934 
Release No. 12348/April 15, 1976 


NOTICE OF PROPOSED RULE 31-1 EXEMPTING CERTAIN 
SALES OF SECURITIES FROM THE TRANSACTION FEE 
IMPOSED BY SECTION 31 OF THE SECURITIES 
EXCHANGE ACT OF 1934 (File No. S7-626) 


The Securities and Exchange Commission today announced 
guidelines with respect to transaction fees prescribed by 
Section 31 of the Securities Exchange Act of 1934 (“Act’’), 
as amended by the Securities Acts Amendments of 1975 
(“1975 Amendments”), for all sales of “covered” securities 
transacted on or after January 1, 1976.' In addition, the 
Commission published for comment proposed Rule 31-1 
which would exempt from the operation of Section 31: 


(1) sales of securities offered pursuant to an effective 
registration statement under the Securities Act of 1933; (2) 
certain other sales of securities; and (3) sales of securities 
effected by a registered broker dealer on a foreign exchange 
or in a foreign country otherwise than on any exchange, 
which are not voluntarily reported to, and which are not re- 
quired to be reported to, the Consolidated Tape Association 
ETA): 


Prior to the effective date of the 1975 amendments to Sec- 
tion 31 of the Act, the payment of a transaction fee on the 
sale of securities was required only for transactions effected 
on a national securities exchange. The primary purpose of 





' Pub. L. No. 94-29 (June 4, 1975). The text of Section 31, 
as amended, is: 


“Every national securities exchange shall pay to the 
Commission on or before March 15 of each calendar 
year a fee in an amount equal to one three-hundredths 
of 1 per centum of the aggregate dollar amount of the 
sales of securities (other than bonds, debentures, and 
other evidences of indebtedness) transacted on such 
national securities exchange during each preceding 
calendar year to -which this section applies. Every 
registered broker and dealer shall pay to the Commis- 
sion on or before March 15 of each calendar year a fee 
in an amount equal to one three-hundredths of 1 per 
centum of the aggregate dollar amount of the sales of 
securities registered on a national securities exchange 
(other than bonds, debentures, and other evidences of 
indebtedness) transacted by such broker or dealer 
otherwise than on such an exchange during each 
preceding calendar year: Provided, however, that no 
payment shall be required for any calendar year in 
which such payment would be less than one hundred 
dollars. The Commission, by rule, may exempt any sale 
of securities or any fee imposed by this section, if the 
Commission finds that such exemption is consistent 
with the public interest, the equal regulation of 
markets and brokers and dealers, and the develop- 
ment of a national market system.” 


A “covered” security is any security (other than a bond, 
debenture or other evidence of indebtedness) which is 
registered on a national securities exchange under Section 
12(b) of the Act or which is the subject of unlisted trading 
privileges on such an exchange under Section 12(f) of the 
Act. 


the 1975 Amendments to Section 31 of the Act, however, 
was to ensure “even-handed treatment” for transactions, in 
exchange-listed securities, occurring on the national 
securities exchanges and in the over-the-counter market.? In 
accord with that purpose, the scope of Section 31 was ex- 
panded to encompass any transaction, in a security 
registered on a national securities exchange, effected by a 
registered broker or dealer otherwise than on an exchange. 


In addition, the 1975 Amendments to Section 31 modified 
the description of debt securities excluded from the imposi- 
tion of the transaction fees, and increased the fee to one 
three-hundredths of one percent (one cent for each three 
hundred dollars or fraction thereof) of the total dollar sales 
volume for the year of securities covered by the Section. 
Payment of the transaction fees incurred in a preceding 
calendar year must be made to the Commission on or before 
March 15 of the following year. 


The “Preliminary Notes” preceding the proposed rule, infra, 
are intended to clarify which registered broker or dealer in a 
transaction incurs the fee, and the basis for determining the 
fee in connection with transactions in, and related to, put 
and call options.* 


Section 31 fees become applicable when a security not trad- 
ed on any exchange is admitted to exchange trading for the 
first time. The fees are not applicable to transactions oc- 
curring after a security, as a result of delisting or termination 
of unlisted trading privileges, is no longer admitted to 
trading on any exchange. Notiec of new listings, delistings 





2 The report of the Committee on Banking, Housing and Ur- 
ban Affairs of the Senate, concerning the amendments to 
Section 31, states: 


“At present, section 31 applies only to transactions on 
an exchange. Transactions in registered securities tak- 
ing place in the over-the-counter market are not sub- 
ject to registration fees. The Committee believes even- 
handed treatment of transactions in registered 
securities is necessary in view of the fact that the 
over-the-counter market involves Commission regula- 
tion and oversight as well as that of the exchange 
market. The cost of such regulation and oversight 
should be borne in comparable fashion. Moreover, as 
further progress is made toward a national market 
system in which registered securities may be traded 
either on an exchange or in other markets, equal 
regulation and fair competition require that the fees 
prescribed under this section should be applied un- 
iformly to all markets. Accordingly, this section would 
extend the payment of the fee to transactions in listed 
securities which occur in the over-the-counter 
market.” S. Rep. No. 94-75, 94th Cong., ist Sess. 
139-140 (1975). 


3 At the election of the payor, the date of a transaction sub- 
ject to Section 31 of the Act may continue to be either the 
trade date or the settlement date, consistent with whatever 
is its present practice. 


*The fee is applicable to transactions in exchange-traded 
put or call option contracts. It should be noted, however, 
that the Commission has not yet authorized trading in put 
options upon exchanges. 
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and terminations of unlisted trading privileges will be 
published on a daily basis in the SEC NEWS DIGEST, under 
the heading, “Listing, Delisting and Unlisted Trading Ac- 
tions.” 


The proposed rule would exempt from the fee any sale of 
securities offered pursuant to an effective registration state- 
ment under the Securities Act of 1933, certain other sales in 
connection with the offering of securities, and certain sales 
in connection with tender and exchange offers, the exercise 
of warrants and rights and the conversion of convertible 
securities. In addition, the proposed rule would also exempt 
from the fee any sale of securities listed on a national ex- 
change, effected by a registered broker or dealer in a foreign 
nation or on a foreign exchange, and not required, directly or 
indirectly, to be reported to the CTA, nor voluntarily reported 
to the CTA.® 

These proposed exemptions are, it is believed, 
in accord with the expressed intent of Congress in amending 
Section 31 of the Act to apply the fee only to secondary 
market transactions in exchange-traded securities, rather 
than to offerings of securities, and to have the exchange 
markets and the over-the-counter markets in exchange- 
traded securities bear the fee in a comparable fashion.® 
Comments are expressly invited concerning whether propos- 
ed Rule 31-1 effectively implements the Congressional in- 
tent underlying the 1975 amendments to Section 31 of the 
1934 Act. 


The Commission is currently developing forms to be used by 
all national securities exchanges and registered broker- 
dealers to report periodically to the Commission information 
concerning their sales of securities covered by Section 31 of 
the Act.’ As noted earlier, however, payment of transaction 





5 Under paragraph (a) of proposed Rule 31-1, the sale of 
securities delivered in satisfaction of an oversubscription of 
an offering would be exempt from the fee. Other sales, 
however, of securities acquired in the course of stabilizing 
purchases covered by Rule 10b-7 would be subject to the 
fee. 


®"In extending the fee requirement to transactions in 
exchange-listed securities which occur in the over-the- 
counter market, the Committee does not propose that these 
fees apply to distributions in connection with the un- 
derwriting of securities. It is intended that such fees will at- 
tach only to secondary market trading in listed securities.” 
H.R. Rep. 94-123, 94th Cong., 1st Sess. 88 (1975). 


The Commission recognizes that a registered offering of 
securities by an issuer does not in every case involve the ser- 
vices of an underwriter. Nevertheless, the exemption for 
registered offerings in proposed Rule 31-1 encompasses 
such distributions because they are clearly not the type of 
secondary market transaction which Congress intended to 
be subject to the fee. 


All options listed on national securities exchanges are issued 
by the Options Clearing Corporation pursuant to an effective 
registration statement under the Securities Act of 1933. 
Transactions in such securities, nevertheless, have been ex- 
cluded from the exemption for registered offerings because 
those securities are issued in the course of the type of 
secondary market trading which Congress intended to be 
subject to a transaction fee. 
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fees to the Commission shall be on an annual basis only, on 
or before March 15 of each calendar year for sales tran- 
sacted during the previous calendar year. The first date upon 
which exchanges and registered broker-dealers will pay the 
new Section 31 fees, as amended, is March 15, 1977. As 
provided by Rule (17 CFR 8240.0-9), ‘All payment of fees 
shall be made in cash, certified check, personal check or by 
U.S. postal money order, bank cashier’s check, or bank 
money order payable to the Securities and Exchange Com- 
mission, omitting the name or title of any official of the Com- 
mission.” 


The Commission hereby publishes proposed Rule 31-1 for 
comment pursuant to the Administrative Procedure Act and 
pursuant to the Securities Exchange Act of 1934, particular- 
ly Sections 2, 3, 23, and 31 thereof. 


“Preliminary Notes 


A “covered” security is any security (other than a bond, 
debenture or other evidence of indebtedness) which is 
registered on a national securities exchange under Section 
12(b) of the Act or which is the subject of unlisted trading 
privileges on such an exchange under Section 12(f) of the 
Act. 


If the sale of a security covered by Section 31 is effected on 
a national securities exchange, the transaction fee must be 
paid by that exchange. With regard to sales of covered 
securities effected otherwise than on a national securities 
exchange, the fee is to be paid by the registered broker or 
dealer on the sale side of the transaction. When there is no 
registered broker or dealer on the sale side of the transaction 
(as, for example, where a third market dealer purchases 
securities for its own account from a public customer), the 
fee is to be paid by the registered broker or dealer on the 
purchase side of the transaction. Where no registered broker 
or dealer is involved in the transaction, no fee arises. 


The fee for options transactions occurring on an exchange is 
to be paid by the exchange itself or the Options Clearing 
Corporation on behalf of the exchange, and such a fee is to 
be computed on the basis of the option premium (market 
price) for the sale of the option, and the exercise price of the 
option in the event of its exercise. In addition, any sale of 
covered securities, occurring otherwise than on a national 
securities exchange, to or by a person exercising an option 
contract shall require payment of a Section 31 fee, in an 
amount determined on the basis of the exercise price, by the 
registered broker or dealer selling the securities. If there is 
no registered broker or dealer on the sale side of such a tran- 
saction, then the fee is to be paid by the registered broker or 
dealer on the purchase side of the transaction. If no 
registered broker or dealer is involved in the transaction, no 
fee arises. 


§240.31-1 Securities transactions exempt from transaction 
fees 





7 The Commission will continue its efforts to reduce its part 
of the total information reporting burden placed on private 
industry by the Federal government and will seek, ultimately, 
to use automated means as much as possible to gather the 
required information. In the interim any reporting forms 
necessitated by the extension of Section 31 fees to the over- 
the-counter market will be developed in consultation with 
the Report Coordinating Group. 
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The following shall be exempt from Section 1 of the Act: 


(a) Transactions in securities offered pursuant to an 
effective registration statement under the Securities 
Act of 1933 (except transactions in put or call options 
issued by the Options Clearing Corporation) or offered 
in accordance with an exemption from registration af- 
forded by Section 3(a) or 3(b) thereof, or a rule 
thereunder; 


(b) Transactions by an issuer not involving any public 
offering within the meaning of Section 4(2) of the 
Securities Act of 1933; 


(c) The purchase or sale of securities pursuant to and 
in consummation of a tender or exchange offer; 


(d) The purchase or sale of securities upon the exer- 
cise of a warrant or right (except a put or call), or upon 
the conversion of a convertible security; 


(e) Transactions which are executed outside the 
United States and are not reported, or required to be 
reported, to the Consolidated Tape Association pur- 
suant to Rule 17a-15 under the Act, and any approved 
plan filed thereunder.” 


Comments regarding proposed Rule 31-1 and the 
applicability of Section 31 fees to particular classes of tran- 
sactions should be addressed, in writing, within 30 days of 
the date of publication of this release, to George A. Fitzsim- 
mons, Secretary Room 896, Securities and Exchange Com- 
mission, 500 North Capitol Street, Washington, D.C. 20549. 
All such comments should refer to File No. S7-626. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19472/April 9, 1976 


In the Matter of: 

EASTERN UTILITIES ASSOCIATES 
P.O. Box 2333 

Boston, Massachusetts 02107 
(70-5836) 


NOTICE OF PROPOSED ISSUE AND SALE OF COMMON 
STOCK BY COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Eastern Utilities Associates 
(“EUA"), a registered holding company, has filed a declara- 


tion with this Commission pursuant to the Public Utility 
Holding Company Act of 1935 (“‘Act’’) designating Sections 
6(a), 7 and 12(c) of the Act and Rule 50 promulgated 
thereunder as applicable to the proposed transaction. All in- 
terested persons are referred to the declaration, which is 
summarized below, for a complete statement of the propos- 
ed transaction. 


EUA proposes to issue and sell up to 510,000 shares of its 
common stock (par value $5.00 per share) (“‘stock’’) by com- 
petitive bidding. Proceeds from the sale of the stock will be 
applied to the reduction of EUA’s outstanding short term 
bank borrowings. At the time of the expected sale of the 
stock in June 1976, it is estimated that EUA will have $20,- 
000,000 in short term borrowings outstanding. 


It is stated that no state commission and no federal commis- 
sion, other than this Commission, has jurisdiction over the 
proposed transaction. Fees and expenses to be incurred in 
connection with the proposed transaction are estimated at 
$100,000, including legal fees and expenses of $32,000 
and accountants’ fees of $15,000. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than May 7, 1976, request in writing that a 
hearing be held on such matter, stating the nature of his in- 
terest, the reasons for such request, and the issues of fact or 
law raised by said declaration which he desires to con- 
trovert; or he may request that he be notified if the Commis- 
sion should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D.C. 20549. A copy of such re- 
quest should be served personally or by mail (air mail if the 
person being served is located more than 500 miles from 
the point of mailing) upon the declarant at the above-stated 
address, and proof of service (by affidavid or, in case of an 
attorney at law, by certificate) should be filed with the re- 
quest. At any time after said date, the declaration, as filed, or 
as it may be amended, may be permitted to become effec- 
tive as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the Commission 
may grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or advice 
as to whether a hearing is ordered will receive any notices 
and orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19473/April 9, 1976 


In the Matter of: 
ARKANSAS-MISSOURI POWER COMPANY 
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405 West Park Street 
Blytheville, Arkansas 72315 


(70-5838) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
SHORT-TERM BANK NOTES AND EXCEPTION FROM 
COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that the Arkansas-Missouri 
Power Company ("Arkansas-Missouri”’), a wholly-owned 
subsidiary of Middle South Utilities, Inc., a registered 
holding company, has filed a declaration with this Commis- 
sion pursuant to Sections 6(a) and 7 of the Public Utility 
Holding Company Act of 1935 (‘Act’’) regarding the follow- 
ing proposed transactions. All interested persons are 
referred to the declaration, which is summarized below, for a 
complete statement of the proposed transactions. 


Arkansas-Missouri proposes to issue and sell, from time to 
time during the period commencing on the effective date of 
this declaration and continuing for one year thereafter, up to 
$5,500,000 of unsecured short-term promissory notes to 
Worthen Bank & Trust Company, Little Rock, Arkansas, for 
the account of 15 Arkansas participating banks, unsecured 
promissory notes payable not more than 270 days from the 
date of issuance. the notes will bear interest, payable 
quarterly and at maturity, on the unpaid principal amount 
thereof at the prime commercial loan rate (currently 6-3/4%) 
of Chemical Bank, New York, New York, in effect from time 
to time. As the notes mature, they will be renewed (but to 
mature not later than one year from the effective date) or 
repaid out of funds then available to the company. The notes 
will, at the option of the company, be prepayable, in whole 
or in part, at any time without premium or penalty. 
Arkansas-Missouri will not be required to maintain any com- 
pensating balances with, or pay any commitment fee to, any 
of the participating banks in connection with the proposed 
borrowings. 


A portion of the net proceeds to be received by Arkansas- 
Missouri from the issue and sale of the proposed notes will 
be applied to the payment on or before May 16, 1976, of 
$3,500,000 of the company’s short-term borrowings then 
expected to be outstanding from the First National Bank of 
Memphis (see File No. 70-5664), and the balance of said 
proceeds will be applied to the company’s 1976 construc- 
tion program. 


The expenses to be paid by Arkansas- Missouri in connection 
with the proposed transactions are estimated not to exceed 
$5,000. The declaration states that no State commission 
and no Federal commission, other than this Commission, 
has jurisdiction over the proposed transactions. 


NOTICE iS FURTHER GIVEN that any interested person 
may, not later than May 3, 1976, request in writing that a 
hearing be held on such matter, stating the nature of his in- 
terest, the reasons for such request, and the issues of fact or 
law raised by the filing which he desires to controvert; or he 
may request that he be notified if the Commission should 
order a hearing thereon. Any such request should be ad- 
dressed: Secreiary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request should be 
served personally or by mail upon the declarant at the 
above-stated address, and proof of service (by affidavit or, in 
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case of an attorney at law, by certificate), should be filed 
with the request. At any time after said date, the declaration, 
as filed or as it may be amended, may be permitted to 
become effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as provid- 
ed in Rules 20(a) and 100 thereof or take such other action 
as it may deem appropriate. Persons wno request a hearing 
or advice as to whether a hearing is ordered will receive any 
notices and orders issued in this matter, including the date 
of the hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19474/April 9, 1976 


In the Matter of: 


HAMMERMILL PAPER COMPANY 
Erie, Pennsylvania 


(31-755) 
ORDER GRANTING EXEMPTION UNDER SECTION 3 


Hammermill Paper Company (“Hammermill’’), a holding 
company, has filed an application and an amendment 
thereto with this Commission for an exemption for itself and 
each of its subsidiaries as such under Section 3(a)(3) of the 
Public Utility Holding Company Act of 1935 (“Act”). 


Hammermill, a Pennsylvania corporation, and its nonutility 
subsidiaries manufacture and sell printing, industrial and 
packaging papers, envelopes and other paper products. Its 
manufacturing operations are carried on at sites in several 
different states, including a plant located in Erie, Penn- 
sylvania. Consolidated net sales for the 52 weeks ended 
December 29, 1974, were $607,488,000. 


Hammermill owns steam-turbine generators with a total 
rated capacity of 42,200 kva to supply process steam and to 
partially supply electricity at its Erie plant. In 1975, the total 
energy output of these units was 194.9 million kwh. 
Because the steam required for its processing operations is 
variable seasonally, Hammermill is able to produce electrici- 
ty in excess of its own needs in the winter. 


Endbehr Corporation (‘Endbehr’’), a Pennsylvania corpora- 
tion, was organized by Hammermill in 1975 to generate, 
distribute and sell any surplus electricity from the Erie plant. 
Endbehr has not operated to date, but will become an elec- 
tric utility company, as defined under the Act, upon com- 
mencement of its utility operations. Its only assets will con- 
sist of electric generation and distribution facilities to be 
leased from Hammermill. The applicant states that sales of 
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surplus electricity by Endbehr wil! commence in 1976 under 
a contractual arrangement with Pennsylvania Electric Com- 
pany (Penelec’’) which provides, among other things, that 
Endbehr will deliver such surplus electricity as may exist in 
amounts not less than 500 kwh per hour and that Penelec 
will pay Endbehr’s actual average cost required to generate 
the surplus electric enery as a by-product of Hammermill’s 
process steam requirements. 


Hammermill claims an exemption for itself and each of its 
subsidiaries as such under Section 3(a)(3) of the Act in- 
asmuch as Hammermill is primarily engaged in nonutility 
businesses and will not derive any material part of its in- 
come from Endbehr’s electric utility operations. In support of 
its request, Hammermill states that, in 1975, of the 194.9 
million kwh of energy produced at its Erie plant, only an es- 
timated 6 million kwh could have been sold to Penelec un- 
der the terms of the power contract, had such contract been 
in effect. It is anticipated that gross sales of surplus electrici- 
ty in 1976 will not exceed $200,000. 


Due notice of the filing of said application has been given 
(HCAR No. 19431) and no hearing has been requested of or 
ordered by the Commission. Upon the basis of the facts in 
the record, it is hereby found that Hammermill is only in- 
cidentally a holding company, being primarily engaged in 
nonutility businesses, and that it does not derive a material 
part of its income from Endbehr’s public utility operations. It 
is further found that granting of the exemption applied for 
will not be detrimental to the public interest or the interest of 
investors or consumers. 


IT 1S ORDERED, ACCORDINGLY, that Hammermill, and 
each of its subsidiaries as such be, and they hereby are, ex- 
empted from all provisions of the Act, except Section 
9(a)(2), which would otherwise apply because Endbehr, an 
electric utility company, is a subsidiary of Hammermill. The 
exemption herein granted does not extend to Hammermill as 
a holding company with respect to any other public utility 
company that may in the future become a subsidiary of 
Hammermill. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19475/April 9, 1976 


In the Matter of: 


THE SOUTHERN COMPANY 
Atlanta, Georgia 


(70-5797) 


ORDER RELEASING JURISDICTION OVER FEES AND 
COMMISSIONS INCURRED IN PLACEMENT OF HOLDING 


COMPANY INTERMEDIATE-TERM DEBT 


By order dated March 23, 1976 (HCAR No. 19439), the 
Commission authorized The Southern Company 
(“Southern”) to issue and sell to a group of institutional 
lenders $125 million of intermediate-term unsecured debt 
maturing March 1982. Jurisdiction with respect to fees, 
commissions and other expenses incurred in connection 
with the transaction was reserved in such order. 


Southern has incurred an aggregate amount of $708,500 in 
fees, commissions and expenses in connection with the 
placement of its notes. This amount includes a total of $70,- 
000 in legal fees and a fee of $625,000 paid to Morgan 
Stanley & Co. (Morgan Stanley’), which acted as 
Southern’s investment adviser. 


The fee paid to Morgan Stanley is the equivalent of 1/2 of 
1% of the face amount of the notes placed, and is not intend- 
ed to reflect Morgan Stanley's actual expenses or billable 
hours. In justifying its fee to Southern, Morgan Stanley has 
stated that a percentage fee of this size is fair and 
reasonable in view of the magnitude of the note issue, the 
complexity of placing an issue of unsecured holding com- 
pany notes and the condition of the market. Morgan Stanley 
further states that its fee is comparable to fees paid by 
issuers in similar offerings, and has supplied Southern with 
documentation of fees paid in recent underwritings for 
securities with comparable ratings. 


Upon the basis of the facts in the record, amended as above 
indicated, it is hereby found that the applicable standards of 
the Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors and con- 
sumers that the jurisdiction heretofore reserved be released: 


IT IS ORDERED that the jurisdiction heretofore reserved 
with respect to fees and commissions be, and the same 
hereby is, released. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19476/April 9, 1976 


in the Matter of: 


ARKANSAS POWER & LIGHT COMPANY 
Little Rock, Arkansas 


(70-5818) 

ORDER AUTHORIZING AMENDMENT OF ARTICLES OF 
INCORPORATION AND SOLICITATION OF PROXIES IN 
CONNECTION THEREWITH 
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Arkansas Power & Light Company (‘Arkansas’), an electric 
utility subsidiary of Middle South Utilities, Inc., a registered 
holding company, has filed a declaration and an amendment 
thereto with this Commission pursuant to Sections 6(a), 7, 
and 12(e) of the Public Utility Holding Company Act of 1935 
(“Act'’) and Rule 62 promulgated thereunder regarding the 
following proposed transactions. 


Under Arkansas’ Agreement of Consolidation or Merger 
(Charter’’), as amended, pursuant to which the company is 
constituted, Arkansas is authorized to have outstanding 2.- 
500,000 shares of preferred stock of the par value of $100 
per share. Of said authorized shares, 1,613,500 are present- 
ly outstanding. Arkansas proposes to amend its Charter so 
as to authorize a new class of preferred stock, consisting of 
10,000,000 shares having a par value of $25 per share, and 
to increase the number of authorized shares of the existing 
$100 Preferred Stock from 2,500,000 to 4,000,000 shares. 


Arkansas believes that its ability to sell preferred stock at 
favorable terms will be strengthened by the creation of the 
new class of preferred stock, thus permitting the company to 
issue and sell either preferred stock having a par value of 
$25 per share or a par value of $100 per share depending 
on market conditions which exist at the time of issue. Arkan- 
sas also believes that the proposed increase in authorized 
$100 Preferred Stock, together with the proposed $25 
Preferred Stock, will enable it to meet its needs for ad- 
ditional authorized preferred shares for the foreseeable 
future and, among other things, afford added flexibility in the 
marketing of preferred shares from time to time when the 
company’s earnings and capital requirements and prevailing 
market conditions indicate the desirability of providing ad- 
ditional capital funds through this type of financing. 


The $100 Preferred Stock and the $25 Preferred Stock 
would be of equal rank and, except as to matters relating to 
par value, certain voting rights as described below, and 
variations between the respective series thereof, would con- 
fer equal rights upon the holders thereof. The voting rights of 
the $25 Preferred Stock would be one-quarter vote per 
share and the voting rights of the $100 Preferred Stock 
would be one vote per share except in those instances 
where the laws of the State of Arkansas or other provisions 
of the company’s Charter specifically give a different vote to 
either class. The Board of Directors would be authorized to 
divide the authorized but unissued shares of the company’s 
$25 Preferred Stock into series and to fix and determine the 
characteristics, as to which there may be variations between 
different series, in the same manner as it is currently 
authorized to do with respect to the $100 Preferred Stock. 


A special meeting of Arkansas’ stockholders is to be held on 
June 17, 1976, for the purpose of voting on the proposed 
Charter amendments. Arkansas proposes to solicit proxies 
for use at said meeting. 


The Arkansas Public Service Commission has authorized the 
proposed amendments to the Charter. No other State com- 
mission and no Federal commission, other than this Com- 
mission, has jurisdiction over the proposed transactions. 


Due notice of the filing of said declaration has been given in 
the manner prescribed in Rule 23 promulgated under the 
Act (HCAR No. 19423), and no hearing has been requested 
of or ordered by the Commission. Upon the basis of the facts 
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in the record, it is hereby found that the applicable standards 
of the Act and the rules thereunder are satisfied and that no 
adverse findings are necessary; and that it is appropriate in 
the public interest and in the interest of investors and con- 
sumers that said declaration, as amended, be permitted to 
become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of the 
Act and rules thereunder, that said declaration, as amended, 
be, and it hereby is, permitted to become effective forthwith, 
subject to the terms and conditions prescribed in Rule 24 
promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19477/April 12, 1976 


In the Matter of 


PENNSYLVANIA ELECTRIC COMPANY 
1001 Broad Street 
Johnstown, Pennsylvania 15907 


(70-5829) 


NOTICE OF PROPOSED TRANSACTIONS RELATED TO 
FINANCING CONSTRUCTION OF POLLUTION CONTROL 
FACILITIES; REQUEST FOR EXCEPTION FROM 
COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that Pennsylvania Electric Com- 
pany (‘‘Penelec’’), an electric utility subsidiary of General 
Public Utilities Corporation, a registered holding company, 
has filed an application-declaration and an amendment 
thereto with this Commission pursuant to the Public Utility 
Holding Company Act of 1935 ("Act’’), designating Sections 
6(b), 9(a), 10 and 12(d) thereof and Rules 44(b)(3) and 50 
promulgated thereunder as applicable to the proposed tran- 
sactions. All interested persons are referred to the 
application-declaration, as amended, which is summarized 
below, for a complete statement of the proposed transac- 
tions. 


Penelec states that applicable environmental regulations 
make necessary the construction of certain pollution control 
facilities (“Facilities”) at the Homer City generating station, 
located in Indiana County, Pennsylvania. The Facilities will 
be owned by Penelec and New York State Electric & Gas 
Corporation (“NYSE&G") as non-affiliated, co-equal tenants 
in common, just as the Homer City generating station itself 
is now owned by Penelec and NYSE&G. It is presently es- 
timated that the aggregate cost of the Facilities will be about 
$30,000,000 (excluding allowance for funds used during 
construction), approximately half of which is Penslec’s 
share. Construction of the Facilities has already begun and 
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at December 31, 1975, approximately $8,000,000 had 
been expended for such construction, $4,000,000 of which 
was expended by Penelec. It is stated that Penelec and 
NYSE&G intent to recover these expenditures and defray 
future construction costs by entering into a Pollution Control 
Facilities Agreement (“Agreement”) with the Indiana County 
Industrial Development Authority (the ‘‘Authority’’), a public 
instrumentality organized under the Pennsylvania Industrial 
and Commercial Development Law. 


Under the proposed Agreement, the Authority will issue and 
sell to the public up to $30,000,000 aggregate principal 
amount of its tax-exempt Pollution Control Revenue Bonds 
(“Authority Bonds’). The Authority Bonds will be issued 
separately with respect to Penelec and NYSE&G under trust 
indentures ("‘Penelec Indenture” and “NYSE&G Indenture”) 
between the Authority and a corporate trustee approved by 
the utility company involved. The interest rates, maturity 
dates, and other terms of the Authority Bonds, which will be 
marketed through an underwriters’ group represented by 
Bache Halsey Stuart, Inc., have yet to be determined, but 
will be subject to the approval of each of the utility com- 
panies. 


It is stated that the credit of the Authority will not be pledg- 
ed to the payment of principal and interest on the Authority 
Bonds issued in respect of Penelec’s proportionate share of 
the Facilities; the principal and interest thereon «vill be 
payable solely from payments made by Penelec on the first 
mortgage bonds ("Penelec Bonds’) it proposes to issue and 
sell to the Authority in satisfaction of its obligation to pay its 
share of the purchase price of the Facilities. The Penelec 
Bonds, the aggregate principal amount of which will not ex- 
ceed $15,000,000, will be issued under Penelec’s Mortgage 
and Deed of Trust to Bankers Trust Company, Trustee, dated 
January 1, 1942, as previously amended and supplemented 
by various supplemental indentures and as to be further 
amended and supplemented by a supplemental indenture 
creating the Penelec Bonds. (Similarly, NYSE&G would 
issue and sell to the Authority a like principal amount of its 
first mortgage bonds to satisfy its co-equal obligation on the 
Facilities). It is further Stated that the interest rate, maturity 
date, and redemption or prepayment provisions of the 
Penelec Bonds will correspond to the interest rate, maturity 
date, and redemption or prepayment provisions of the 
Authority Bonds issued in respect to Penelec’s share of the 
Facilities. 


The proceeds realized from the sale of the Authority Bonds 
issued with respect to Penelec will be placed in a construc- 
tion fund administered by the Penelec Indenture Trustee and 
will thereafter be disbursed to Penelec to reimburse it for 
costs previously incurred in constructing the Facilities or to 
pay future construction costs as they are incurred. 


The proposed Agreement further provides that upon 
issuance and delivery of the Authority Bonds, Penelec and 
NYSE&G will transfer to the Authority, subject to the liens of 
their respective first mortgage bond indentures, their respec- 
tive interests in the Facilities, which interests will be 
reconveyed to them from time to time as they are com- 
pleted. 


Penelec requests that the issuance of the Penelec Bonds be 
excepted from the competitive bidding requirements of Rule 
50 pursuant to a finding by this Commission that com- 


petitive bidding thereon would be inappropriate to the 
proposed transaction. Penelec anticipates that the interest 
rate on the tax-exempt Authority Bonds and, in turn, on the 
Penelec Bonds will be substantially less than the interest 
rate on funded indebtedness that Penelec would otherwise 
sell to investors to finance its share of the Facilities. 


It is stated that the Pennsylvania Public Utility Commission 
has jurisdiction over the proposed transactions and that no 
other state commission and no federal commission, other 
than this Commission, has jurisdiction over the proposed 
transactions. It is also stated that the fees and expenses to 
be incurred by Penelec in connection with the proposed 
transactions will be supplied by further amendment. 


NOTICE 1S FURTHER GIVEN that any interested person 
may, not later than May 5, 1976, request in writing that a 
hearing be held on such matter, stating the nature of his in- 
terest, the reaons for such request, and the issues of fact or 
law raised by said application-declaration, as amended, 
which he desires to controvert; or he may request that he be 
notified if the Commission should order a hearing thereon. 
Any such request should be addressed: Secretary, Securities 
and Exchange Commission, Washington, D. C. 20549. A 
copy of such request should be served personally or by mail 
(air mail if the person being served is located more than 500 
miles from the point of mailing) upon the applicant-declarant 
at the above-stated addresses, and proof of service (by af- 
fidavit or, in case of an attorney at law, by certificate) should 
be filed with the request. At any time after said date, the 
application-declaration, as amended, or as it may be further 
amended, may be granted and permitted to become effec- 
tive as provided in Rule 23 of the General Rules and 
Regulations promulgated under the Act, or the Commission 
may grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or advice 
as to whether a hearing is ordered will receive any notices 
and orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19478/April 12, 1976 


In the Matter of 


APPALACHIAN POWER COMPANY 
Roanoke, Virginia 24009 


AMERICAN ELECTRIC POWER COMPANY, INC. 
New York, New York 10004 


(70-5823) 
ORDER AUTHORIZING 


ISSUE AND SALE OF FIRST 
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MORTGAGE BONDS AT COMPETITIVE BIDDING AND 
ISSUE AND SALE OF COMMON STOCK BY SUBSIDIARY 
TO HOLDING COMPANY 


American Electric Power Company, Inc. (“AEP”), a 
registered holding company, and Appalachian Power Com- 
pany (“Appalachian”), its electric utility subsidiary company, 
have filed an application-declaration and amendments 
thereto with this Commission pursuant to Sections 6(b), 9(a) 
and 10 of the Public Utility Holding Company Act of 1935 
(“Act’’) and Rule 50 promulgated thereunder regarding the 
following proposed transactions. 


Appalachian proposes to issue and sell, subject to the com- 
petitive bidding requirements of Rule 50 under the Act, up 
to $60,000,000 principal amount of First Mortgage Bonds, 
to mature in not less than 5 and not more than 30 years. The 
interest rate (which will be expressed in a multiple of 1/8 of 
1%) and the price to be paid to Appalachian for the Bonds 
(which shall not be less than 100% unless Appalachian shall 
authorize a lower percentage not less than 99%, and shall 
not exceed 102.75%) will be determined by competitive bid- 
ding. The terms of the Bonds preclude Appalachian from 
redeeming any such Bonds prior to April 1, 1981, if such 
redemption is for the purpose of refunding such Bonds with 
proceeds of funds borrowed at a lower effective interest 
cost. The Bonds will be issued under and secured by the 
Mortgage and Deed of Trust, dated as of December 1, 1940, 
to Bankers Trust Company and G.E. Maier (“Trustees”), and 
a new Indenture Supplemental thereto which will be dated 
as of the first day of the month in which the Bonds are to be 
issued. Appalachian will notify prospective bidders, not less 
than 72 hours prior to the time for receiving bids, of the 
maturity date of the Bonds. 


Appalachian also proposes to issue and sell to AEP, its 
parent, and AEP proposes to purchase from Appalachian, 
750,000 shares of Appalachian common stock, no par 
value, at a price per share of $40, for a total consideration of 
$30,000,000. By previous order of this Commission, dated 
June 30, 1975 (HCAR No. 19067), AEP was authorized to 
purchase from time to time prior to June 30, 1976, a total of 
1,250,000 shares of common stock of Appalachian at a 
price per share of $40, or a total consideration of $50,000,- 
000. Pursuant to that authorization, AEP has purchased 
625,000 shares for a total consideration of $25,000,000. 
AEP, therefore, seeks authorization to acquire an additional 
125,000 shares for a total consideration of $5,000,000. It is 
proposed that AEP purchase the said 750,000 shares upon 
the receipt of the required authorization and prior to the 
issuance and delivery of the Bonds. 


The proceeds realized from the sale of the Bonds and com- 
mon stock, except to the extent that proceeds from the sale 
of the Bonds will be required to be deposited with the 
Trustees under Appalachian’s Mortgage and Deed of Trust, 
are to be used to retire unsecured short-term debt of Ap- 
palachian and to help finance its construction program. As of 
February 29, 1976, Appalachian had $2,000,000 principal 
amount of unsecured short-term debt outstanding; and it is 
expected that Appalachian will have short-term debt out- 
standing not to exceed $40,000,000 at the time of the issue 
and sale of the Bonds and common stock. The estimated 
cost of Appalachian’s construction program for 1976 is ap- 
proximately $130,000,000. 


The fees and expenses to be incurred by Appalachian in con- 
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nection with the proposed transactions are estimated at 
$226,000, including legal fees of $38,750 and printing and 
engraving expenses of $72,000. Fees of counsel for the un- 
derwriters, to be paid by the successful bidders, are es- 
timated at $17,500. The State Corporation Commission of 
Virginia and the Public Service Commission of Tennessee 
have authorized the proposed transactions. The Public Ser- 
vice Commission of West Virginia has authorized the 
proposed issuance and sale of the common stock. No other 
state commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed transac- 
tions. 





Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 19432), and no hearing has been 
requested of or ordered by the Commission. Upon the basis 
of the facts in the record, it is hereby found that the 
applicable standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; and 
that it is appropriate in the public interest and in the interest 
of investors and consumers that said application- i 
declaration, as amended, be granted and permitted to 
become effective: 


IT 1S ORDERED, pursuant to the applicable provisions of 

the Act and rules thereunder, that said application- 
declaration, as amended, be, and it hereby is, granted and 
permitted to become effective forthwith, subject to ‘the 
terms and conditions prescribed in Rules 24 and 50 
promulgated under the Act. 


ee 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19479/April 12, 1976 


In the Matter of 


CONSOLIDATED NATURAL GAS COMPANY 

30 Rockefeller Plaza 

New York, New York 10020 \ 
e@ 

CNG DEVELOPMENT COMPANY, LTD. 

CNG PRODUCING COMPANY 

445 West Main Street 

Clarksburg, West Virginia 26301 


(70-5293) 


POST-EFFECTIVE AMENDMENT REQUESTING 
EXCEPTION FROM CONSOLIDATED TAX ALLOCATION 
PROVISIONS OF RULE 45(b)(6), PREVIOUSLY GRANTED 
FOR YEARS 1972 THROUGH 1975, BE EXTENDED TO 
YEARS 1976 AND 1977 





NOTICE IS HEREBY GIVEN that Consolidated Natural Gas 
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Company (‘Consolidated’), a registered holding company, 
and its subsidiary companies have filed a post-effective 
amendment in this proceeding, relating to their joint declara- 
tion heretofore filed with this Commission pursuant to Sec- 
tions 12(b) and 12(f) of the Public Utility Holding Company 
Act of 1935 (‘Act’) and Rule 45 promulgated thereunder. 
All interested persons are referred to said declaration as so 
amended for a complete statement of the proposed transac- 
tions, which are summarized below. 


Consolidated and its subsidiary companies join annually in 
filing a consolidated federal income tax return. By order 
dated February 6, 1973 in this proceeding (HCAR No. 
17875), Consolidated, pursuant to subparagraph (a) of Rule 
45 under the Act, was granted authorization for the years 
1972 and 1973 to allocate the group’s consolidated income 
tax liabilities in a manner differing in certain respects from 
that which is prescribed by subparagraph (b)(6) of Rule 45. 
By order dated May 30, 1974 in this proceeding (HCAR No. 
18428), such authorization was extended to the years 1974 
and 1975 based on the finding that the factors which gave 
rise to the original authorization were expected to continue 
to affect Consolidated’s tax situation for at least two ad- 
ditional years. In the instant post-effective amendment it is 
stated that the factors which gave rise to the authorization 
previously requested for the tax years 1972 through 1975 
are expected to be operative for the years 1976 and 1977, 
and the Commission is requested to extend that authoriza- 
tion so as to cover those latter years. The authorizations of 
February 6, 1973 and May 30, 1974 and the requested ex- 
tension thereof involve the operations of two of Con- 
solidated’s exploration and development subsidiaries, CNG 
Development Company, Ltd. (“CNG Ltd.’’) and CNG Produc- 
ing Company (“CNG Producing”). CNG Ltd., an Alberta 
(Canada) corporation, and CNG Producing, a Delaware cor- 
poration, were organized in 1972 for the purpose of engag- 
ing in the exploration and development of natural gas 
reserves in Canada, as part of the system's overall program 
to augment its future gas supplies. (See HCAR Nos. 17559 
and 17813, issued May 1, 1972 and December 19, 1972, 
respectively.) In addition to its Canadian operations, CNG 
Producing has also acquired interests in domestic oil and 
gas acreage located in the Gulf of Mexico, for the develop- 
ment of additional domestic supplies. (See HCAR No. 
18085, September 6, 1973.) 


The reasons for departing from the tax allocation prescrip- 
tion of Rule 45(b)(6) were set forth in some detail in said 
order of February 6, 1973. Briefly restated, these are that 
the exploration and development activities of CNG Ltd. and 
CNG Producing require substantial investments of capital; 
that it takes several years before newly discovered gas 
reserves can be developed, produced, and brought to 
market; that during the lengthy development period the 
companies incur tax losses which are included in the con- 
solidated tax returns and result in sizable reductions in the 
consolidated tax liabilities; that under the tax allocation 
prescription of Rule 45(b)(6) these tax savings would flow to 
other companies in the consolidated group and would thus 
be rendered unavailable to CNG Ltd. and CNG Producing for 
furtherance of their exploration and development activities; 
and that this would result in inequitites in the allocation of 
the consolidated taxes. 


For the respective years 1972 through 1975, it is stated that 
the two producing subsidiaries incurred aggregate losses for 


tax purposes of approximately $4,111,000, $11,751,000, 
$13,294,000 and $14,682,000, resulting in aggregate tax 
credits of approximately $1,974,000, $5,641,000, $6,381.,- 
000 and $7,040,000 to both companies in those respective 
years under the authorization heretofore granted. It is ten- 
tatively estimated that the exploration and development ac- 
tivities of CNG Ltd. and CNG Producing in 1976 and 1977 
will result in further aggregate tax-deductible losses of $15,- 
304,000 and $17,823,000 in those respective years, which, 
at present tax rates, would result in consolidated tax reduc- 
tions of $7,341,000 and $8,555,000, respectively. 


In light of the foregoing, declarants request that the 
authorization heretofore granted for the years 1972 through 
1975, as to the method of allocating the groups’ con- 
solidated federal income taxes in a manner other than 
prescribed by Rule 45(b)(6), be extended to cover the years 
1976 and 1977. Under the requested authorization, and 
based on the present estimates, the two producing com- 
panies would receive cash tax credits in the amounts in- 
dicated above. The tax allocation to be followed in 1976 and 
1977 would be the same as heretofore authorized for the 
previous two years, to wit: 


1.When the operations of any producing subsidiary 
company, direct or indirect, of Consolidated results in 
a tax loss, then the consolidated federal income tax to 
be allocated among the system companies would be 
based upon the tax that would result had the company 
incurring the loss been excluded from the consolidated 
federal income tax return. 


2. The funds retained by virtue of the reduction in tax 
resulting from inclusion of that tax loss in the con- 
solidated federal income tax return would be remitted 
to the company or companies sustaining such tax loss. 


3. In future years, when any such producing company 
has taxable income, it may be entitled to tax credits as 
a result of the net operating loss carryback and 
carryover provisions of Section 172(b) of the 1954 
Internal Revenue Code, in order to comply with the 
separate return limitations required by Rule 45(b)(6). 
Any credits remitted under paragraph 2 would be 
applied to reduce any credits in future years to which 
such company may become entitled under the 
separate return limitations of Rule 45(b)(6). 


4. Subject to paragraph 3, in no event will the tax 
allocated to any subsidiary company of Consolidated 
exceed the amount of tax of such company computed 
as if such company had always filed its tax returns on 
a separate return basis. 


5. For the purposes of the consolidated income tax 
regulations, CNG Ltd. is regarded as a domestic cor- 
poration. Accordingly, CNG Ltd. will be treated as 
such for purposes of the proposed tax allocation under 
Rule 45. 


It is stated that no State commission, and no Federal com- 
mission other than this Commission, has jurisdiction over 
the proposed transactions. Fees and expenses to be incurred 
in connection with the proposed transactions are estimated 
not to exceed $1,050, including $1,000 for services 
rendered at cost by the system service company, Con- 
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solidated Natural Gas Service Company, Inc. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than May 7, 1976, request in writing that a 
hearing be held on such matter, stating the nature of his in- 
terest, the reasons for such request, and the issues of fact or 
law raised by said declaration, as amended, which he desires 
to controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such re- 
quest should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D. C. 20549. A copy of 
such request should be served personally or by mail (air mail 
if the person being served is located more than 500 miles 
from the point of mailing) upon the declarants at the above- 
stated address, and proof of service (by affidavit or, in case 
of an attorney at law, by certificate) should be filed with the 
request. At any time after said date, the declaration, as 
amended by said post-effective amendment or as it may be 
further amended, may be permitted to become effective as 
provided in Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may grant 
exemption from such rules as provided in Rule 20(a) and 
100 thereof or take such other action as it may deem ap- 
propriate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices and 
orders issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19480/April 12, 1976 


In the Matter of 


THE COLUMBIA GAS SYSTEM, INC. 
20 Montchanin Road 
Wilmington, Delaware 19807 


(70-5835) 


NOTICE OF PROPOSED ISSUANCE AND SALE OF 
SHORT-TERM NOTES TO BANKS AND TO DEALERS IN 
COMMERCIAL PAPER AND EXCEPTION FROM 
COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that The Columbia Gas System, 
Inc. (“Columbia”), a registered holding company, has filed an 
application and an amendment thereto with this Commis- 
sion pursuant to the Public Utility Holding Company Act of 
1935 (‘Act’), designating Section 6(b) of the Act and Rule 
50(a)(5) promulgated thereunder regarding the following 
proposed transactions. All interested persons are referred to 
the application, which is summarized below, for a complete 
statement of the proposed transactions. 


Columbia requests that the exemption from the provisions of 
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Section 6(a) of the Act afforded to it by the first sentence of 
Section 6(b), relating to the issue and sale of short-term 
notes, be increased through May 31, 1977, from 5% to ap- 
proximately 17% of the principal amount and par value of 
the other securities of Columbia then outstanding in order to 
permit Columbia to have outstanding up to $300,000,000 
principal amount of proposed short-term notes, consisting of 
bank notes and commercial paper. Generally, Columbia will 
make the proceeds from the sale of these notes available to 
its subsidiary companies for construction, for the purchase 
of underground storage gas during the summer months, for 
other miscellaneous inventories, and for other short-term 
requirements, in accordance with the terms of Columbia's 
filing for intrasystem financing (File No. 70-5834). 


Columbia proposes to issue and sell commercial paper to 
one or more dealers, and it will continue to do so as long as 
the effective interest rate is less than the effective interest 
cost which Columbia would have to pay to banks for an 
equivalent amount of funds as of the date of borrowing, ex- 
cept that, in order to obtain maximum flexibility, commercial 
paper may be issued with a maturity of not more than 60 
days from the date of issue with an effective interest cost in 
excess of such effective interest cost on bank borrowings. 


The commercial paper will be in the form of promissory 
notes with maturities not to exceed 270 days and will not be 
prepayable prior to maturity. The actual maturities will be 
determined by market conditions, effective interest cost to 
Columbia, and Columbia's anticipated cash requirements at 
the time of issue. The commercial paper notes will be issued 
in denominations of not less than $50,000 and not more 
than $5,000,000 and will be sold at a discount which will be 
not in excess of the discount rate per annum prevailing at 
the date of issuance for commercial paper of the particular 
maturity and rating. 


It is stated that no commission or fee will be payable in con- 
nection with the issue and sale of the commercial paper 
notes. Each dealer, as principal, will reoffer such notes at a 
discount rate of 1/8 of 1% per annum less than the discount 
rate to Columbia. The reoffering will be made to not more 
than an aggregate of 200 customers of the dealers, such 
customers to be identified and designated in lists (non- 
public) prepared in advance. No additions will be made to 
the customer lists, which will consist of institutional in- 
vestors. It is expected that Columbia’s commercial paper 
notes will be held by customers to maturity, but, if they wish 
to resell prior thereto, the applicable dealer, pursuant to a 
repurchase agreement, will repurchase the notes and reoffer 
the same to others in its specified group of customers. 


Columbia requests exception from the competitive bidding 
requirements of Rule 50 for the proposed issue and sale of 
its commercial paper. In support of this request, Columbia 
states that the proposed commercial! paper notes will have a 
maturity of nine months or less, that it is not practical to in- 
vite competitive bids for commercial paper, and that current 
rates for commercial paper for such prime borrowers as 
Columbia are published daily in financial publications. 


Columbia proposes that up to $190,000,000 of the pro- 
posed $300,000,000 of short-term borrowings may be in 
the form of short-term bank notes, issued from time to time 
in accordance with a proposed credit-line agreement with 
participating banks. A list of such banks is to be filed by 
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amendment. The notes are to be repaid on or before the 
maturity date thereof, May 31, 1977, with cash generated 
from operations. The bank loans will bear interest at the 
minimum commercial lending rate in effect from time to 
time at Morgan Guaranty Trust Company of New York and 
will be prepayable, in whole or in part, without penalty. 


It is stated that although the banks have not required that 
Columbia maintain minimum compensating balances, it has 
been a policy of Columbia, in connection with certain of the 
bank loans, to maintain an average of 20% compensating 
balances on loans outstanding and 10% of unused credit 
lines. On this basis, the effective cost of the bank borrowings 
(based on a prime rate of 6-3/4%) would be 8.44% per an- 
num. 


The expenses to be paid by Columbia in connection with the 
proposed transaction are estimated at $6,400. Columbia 
has also requested that authority be granted to file cer- 
tificates under Rule 24 with respect to the proposed trans- 
actions on a quarterly basis. 


The application states that no State commission and no 
Federal commission, other than this Commission, has 
jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than May 6, 1976, request in writing that a 
hearing be held on such matter, stating the nature of his in- 
terest, the reasons for such request, and the issues of fact or 
law raised by the filing which he desires to controvert; or he 
may request that he be notified if the Commission should 
order a hearing thereon. Any such request should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request should be 
served personally or by mail upon the applicant at the 
above-stated address, and proof of service (by affidavit or, in 
case of an attorney at law, by certificate) should be filed with 
the request. At any time after said date, the application, as 
amended or as it may be further amended, may be granted 
as provided in Rule 23 of the General Rules and Regulations 
promulgated under the Act, or the Commission may grant 
exemption from such rules as provided in Rules 20(a) and 
100 thereof or take such other action as it may deem ap- 
propriate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices and 
orders issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19481/April 12, 1976 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
MIDDLE SOUTH SERVICES, INC. 
225 Baronne Street 

New Orleans, Louisiana 70112 


(70-5841) 


NOTICE OF PROPOSED GUARANTY BY HOLDING 
COMPANY OF SUBSIDIARY COMPANY'S LEASE 
OBLIGATIONS 


NOTICE IS HEREBY GIVEN that Middle South Utilities, Inc. 
(“Middle South’), a registered holding company, and its sub- 
sidiary service company, Middle South Services, Inc. (‘‘Serv- 
ices’), have filed a declaration with this Commission pur- 
suant to Section 12(b) of the Public Utility Holding Company 
Act of 1935 (‘Act’) and Rule 45 promulgated thereunder 
regarding the following proposed transaction. All interested 
persons are referred to the declaration, which is summarized 
below, for a complete statement of the proposed transac- 
tion. 


Services intends to enter into a computer equipment lease 
(‘Lease’) with a trustee (“Trustee”) designated as such un- 
der a trust agreement ("Trust Agreement’) between the 
Trustee and General Electric Credit Corporation, a New York 
corporation (‘Beneficiary’’), under which Services will lease 
from the Trustee an IBM 370/158-3 computer (“Com- 
puter’) for use at its data-processing computer center in 
Gretna, Louisiana. In order to effectuate the above transac- 
tion, Middle South proposes to guarantee the performance 
by Services of its Lease obligations without recourse to Ser- 
vices first being required. 


Services has contracted with International Business 
Machines Corporation (‘Manufacturer’) for the manufacture 
and installation of the Computer which is currently sched- 
uled to be installed in mid-May 1976. Prior to the comple- 
tion of installation of the Computer, Services will sell and 
assign all of its right, title, and interest in and to its contract 
for the manufacture and installation of the Computer to the 
Trustee, and thereafter the Trustee will purchase the Com- 
puter from the Manufacturer at the Manufacturer's invoice 
purchase price, currently estimated at approximately $2,- 
550,000 (“Lessor’s Cost’). The Trustee will purchase the 
Computer from the Manufacturer with funds (representing 
between 25 and 30 percent of Lessor’s Cost) to be ad- 
vanced to the Trustee by the Beneficiary as an investment in 
the beneficial ownership of the Computer and with funds 
(representing the remainder) to be borrowed by the Trustee 
from a commercial bank or institutional lender (‘Lender’). 


In order to effect such borrowings from the Lender, the 
Trustee will issue to the Lender its promissory notes 
(“Notes’’) pursuant to the provisions of the Trust Agreement. 
Neither the Beneficiary, nor Services, nor any of Services’ af- 
filiated companies will be liable for either the principal of, or 
interest on, the Notes. The Notes will be independent 
obligations of the Trustee payable solely from the income 
and proceeds of the Trustee’s estate, consisting of, among 
other things, the Computer, the Lease, the Guaranty, and all 
amounts which are payable pursuant to the Lease and the 
Guaranty. The Notes, which will mature in 1983, will be 
payable in 83 monthly installments, payable in arrears, con- 
sisting of interest and principal calculated to retire the Notes 
at maturity, and will bear interest on the unpaid principal 
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amount thereof at an annual rate to be supplied by amend- 
ment. 


Pursuant to the provisions of a security and loan agreement 
(“Security Agreement’) to be entered into between the 
Trustee and the Lender, the Trustee will grant to the Lender, 
as security for the payment of its Notes, a security interest in 
the Computer, the Lease, the Guaranty and all payments and 
other amounts receivable under the Lease and the Guaranty. 
So long as the Lease shall not have been declared in default, 
the Lender's rights with respect to the enforcement of the 
provisions of the Security Agreement will be subject to Ser- 
vices’ rights under the Lease, the terms of which are de- 
scribed below. 


Concurrently with the purchase by the Trustee of the Com- 
puter, the Trustee will lease the Computer to Services for a 
term ("Term") which will end approximately 84 months 
thereafter. Services will have the option to renew the Lease 
for up to two successive one-year renewal terms. The Lease 
will be a net lease conferring responsibility for operation, 
maintenance, insurance, and other expenses upon Services. 
The Lease will be noncancellable except in the event of: (a) 
total loss, destruction, condemnation, or confiscation of the 
Computer to the extent that it cannot be repaired or re- 
placed; (b) default by Services thereunder; or (c) voluntary 
termination by Services at any time after a period of ap- 
proximately 48 months from commencement of the Lease. 


Lease payments during the Term will be made by Services in 
84 monthly installments. Precise figures with respects to the 
Lease payment rates and the equivalent annual simple in- 
terest rate to Services will be supplied by amendment. The 
aggregate rent payable by Services for the Computer may be 
adjusted under certain circumstances set forth in the Lease, 
including the failure of the Beneficiary to obtain certain tax 
treatment incident to the ownership and leasing of the Com- 
puter. Services intends to charge the payments under the 
Lease to operating expense. The Lease payments are such 
that Services will not acquire any equity in the Computer 
and consequently the Lease will be accounted for by Serv- 
ices as a lease. 


The fees and expenses to be paid or incurred in connection 
with the proposed transaction are to be filed by amendment. 
It is stated that no State or Federal commission, other than 
this Commission, has jurisdiction over the proposed transac- 
tion. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than May 7, 1976, request in writing that a 
hearing be held on such matter, stating the nature of his in- 
terest, the reasons for such request, and the issues of fact or 
law raised by said declaration which he desires to con- 
trovert; or he may request that he be notified if the Commis- 
sion should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such re- 
quest should be served personally or by mail upon the 
declarants at the above-stated address, and proof of service 
(by affidavit or, in case of an attorney at law, by certificate) 
should be filed with the request. At any time after said date, 
the declaration, as filed or as it may be amended, may be 
permitted to become effective as provided in Rule 23 of the 
General Rules and Regulations promulgated under the Act, 
or the Commission may grant exemption from such rules as 
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provided in Rules 20(aj and 100 thereof or take such other 
action as it may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered will 
receive any notices and orders issued in this matter, in- 
cluding the date of the hearing (if ordered) and any post- 
ponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19482/April 12, 1976 


In the Matter of 


THE COLUMBIA GAS SYSTEM, INC. 
20 Montchanin Road 
Wilmington, Delaware 19807 


(70-5830) 


NOTICE OF PROPOSED ISSUE AND SALE OF 
DEBENTURES AT COMPETITIVE BIDDING 


NOTICE IS HEREBY GIVEN that The Columbia Gas System, 
Inc. (‘Columbia’), a registered holding company, has filed a 
declaration with this Commission pursuant to the Public 
Utility Holding Company Act of 1935 (‘‘Act’’), designating 
Sections 6(a) and 7 of the Act and Rule 50 promulgated 
thereunder as applicable to the following proposed transac- 
tion. All interested persons are referred to the declaration, 
which is summarized below, for a complete statement of the 
proposed transaction. 


Columbia proposes to issue and sell, subject to the com- 
petitive bidding requirements of Rule 50 under the Act, up 
to $75,000,000 principal amount of % debentures due 
May 1996. The interest rate of the debentures (which shall 
be a multiple of 1/8 of 1%) and the price, exclusive of ac- 
crued interest, to be paid to Columbia (which shall be not 
less than 98-%2% nor more than 101-%% of the principal 
amount thereof), will be determined by the competitive bid- 
ding. The debentures will be issued under an Indenture 
between Columbia and Morgan Guaranty Trust Company of 
New York, Trustee, dated as of June 1, 1961, as heretofore 
supplemented by various indentures and as to be further 
supplemented by a Twenty-Fifth Supplemental Indenture to 
be dated as of May 1, 1976. 


The supplemental indenture will prohibit redemption of any 
of the debentures prior to May 1, 1981, directly or indirectly, 
with borrowed funds, or in anticipation of funds to be 
borrowed, having an effective annual interest cost to Colum- 
bia of less than the effective annual interest cost of the 
debentures to Columbia. The proposed debentures will be 
subject to a sinking fund providing for retirement of $70.- 
500,000 (94%) thereof prior to maturity through annual 
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payments of $4,700,000 commencing in 1981. Columbia 
will also have the noncumulative option to redeem on any 
sinking fund day, at the then current sinking fund redemp- 
tion price, not more than $4,700,000 principal amount of 
the debentures. 


The net proceeds from the sale of the debentures will be 
added to the general funds of Columbia and, together with 
other funds then available and funds thereafter to be 
generated from operations, will be used by Columbia to 
finance, among other things, the remainder of the 1976 
capital expenditures program of Columbia's subsidiary com- 
panies, which involves expenditures of approximately 
$330,00,000. The capital expenditures programs includes 
additions and improvements to the properties of the Colum- 
bia system necessary to explore for, produce, receive, 
transport, store, and distribute the quantities of gas required 
by the system’s customers. 


It is stated that no State commission and no Federal com- 
mission, other than this Commission, has jurisdiction over 
the proposed transaction. A statement of the fees, com- 
missions, and expenses related to the proposed transaction 
will be filed by amendment. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than May 6, 1976, request in writing that a 
hearing be held on such matter, stating the nature of his in- 
terest, the reasons for such request, and the issue of fact or 
law raised by said declaration which he desires to con- 
trovert; or he may request that he be notified if the Commis- 
sion should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
C. mmission, Washington, D. C. 20549. A copy of such re- 
quest should be served personally or by mail (air mail if the 
person being served is located more than 500 miles from 
the point of mailing) upon the declarant at the above-stated 
address, and proof of service (by affidavit or, in case of an at- 
torney at law, by certificate) should be filed with the request. 
At any time after said date, the declaration, as filed or as it 
may be amended, may be permitted to become effective as 
provided in Rule 23°of the General Rules and Regulations 
promulgated under the Act, or the Commission may grant 
exemption from its rules as provided in Rules 20(a) and 100 
thereof or take such other action as it may deem ap- 
propriate. Persons who request a hearing or advice as to 
whether a hearing is ordered will receive any notices and 
orders issued in this matter, including the date of the hearing 
(if ordered) and any postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19483/April 12, 1976 


In the Matter of 


PENNSYLVANIA ELECTRIC COMPANY 
Johnstown, Pennsylvania 


(70-5582) 


SUPPLEMENTAL ORDER AUTHORIZING ADDITION OF 
BANKS TO PREVIOUS LIST AND INCREASE IN CERTAIN 
BANKS’ LINES OF CREDIT 


Pennsylvania Electric Company (‘Penelec’’), an electric utili- 
ty subsidiary of General Public Utilities Corporation, a 
registered holding company, has filed with this Commission 
post-effective amendments to its application previously filed 
in this matter pursuant to Section 6(b) of the Public Utility 
Holding Company Act of 1935 ("‘Act’’) regarding the follow- 
ing proposed transaction. 


By Order dated December 23, 1974 (HCAR No. 18727) and 
Supplemental Orders dated March 20, 1975, June 24, 
1975, and January 12, 1976 (HCAR Nos. 18877, 19059, 
and 19339, respectively), Penelec was authorized, through 
December 31, 1976, to issue and sell to 49 designated 
commercial banks its short-term, unsecured promissory 
notes up to an aggregate principal amount outstanding at 
any one time of $98,000,000. These banks agreed to make 
available to Penelec varying lines of credit totalling $130, 
000,000. 


Penelec now seeks authority to revise the list of banks and 
their lines of credit by (1) designating two additional banks 
and (2) increasing the maximum amount of credit made 
available by three previously designated banks. The amount 
of credit made available to Penelec by the designated banks 
will thereby be increased to $141,000,000. 


At no time, however, will Penelec’s actual borrowings from 
the banks exceed the maximum amount ($98,000,000) 
authorized by this Commission. It is stated that the purpose 
of the excess amount of available credit is flexibility in ob- 
taining loans from the banks, which have indicated that it is 
not always convenient for them to renew outstanding notes 
at the time Penelec may request them to do so. 


No state commission and no federal commission, other than 
this Commission, has jurisdiction over the proposed transac- 
tion. 


Upon the basis of the facts in the record, it is hereby found 
that the applicable standards of the Act and the rules 
thereunder are satisfied and that no adverse findings are 
necessary; and that it is appropriate in the public interest 
and in the interest of investors and consumers that said 
application, as amended, be granted: 


IT !S ORDERED, pursuant to the applicable provisions of the 
Act and rules thereunder, that said application, as amended, 
be, and it hereby is, granted-forthwith, subject to the terms 
and conditions prescribed in Rule 24 promulgated under the 
Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19484/April 13, 1976 


In the Matter of 


MIDDLE SOUTH UTILITIES, INC. 
SYSTEM FUELS, INC. 

LOUISIANA POWER & LIGHT COMPANY 
NEW ORLEANS PUBLIC SERVICE INC. 
New Orleans, Louisiana 


ARKANSAS POWER & LIGHT COMPANY 
Little Rock, Arkansas 


MISSISSIPPI POWER & LIGHT COMPANY 
Jackson, Mississippi 


(70-5415) 


SUPPLEMENTAL ORDER AUTHORIZING ISSUANCE AND 
SALE OF NOTES BY FUEL SUPPLY SUBSIDIARY TO A 
BANK 


System Fuels, Inc. (‘“SFI’’), a jointly-owned, nonutility, fuel- 
supply subsidiary company of Arkansas Power & Light Com- 
pany, Louisiana Power & Light Company, Mississippi Power 
& Light Company, and New Orleans Public Service Inc. 
(collectively referred to as “Operating Companies”), each an 
electric utility subsidiary company of Middle South Utilities, 
Inc., a registered holding company, and the above-named 
companies have filed with this Commission a post-effective 
amendment to the application-declaration in this proceeding 
pursuant to Sections 6(a) and 7 of the Public Utility Holding 
Company Act of 1935 (“Act”) regarding the following 
proposed transactions. 


By supplemental order in this proceeding dated April 15, 
1974 (HCAR No. 18378), the Commission authorized SFI to 
issue and sell bank notes up to an aggregate amount of 
$40,000,000 outstanding at anyone time pursuant to a loan 
agreement dated as of April 17, 1974, among SFI, the 
Operating Companies, and First National City Bank (Citibank 
as of March 1, 1976). The loan agreement terminates on 
April 17, 1976. 


SFI now intends to extend the term of the loan agreement 
for one year and proposes to issue and sell its notes to 
Citibank in accordance therewith. All of the other terms and 
conditions of the loan agreement are to remain unchanged. 
The notes will bear interest at a rate per annum equal to one 
hundred fifteen percent (115%) of the base rate charged by 
Citibank on 90-day loans to responsible and substantial 
commercial borrowers. On this basis, the effective cost of 
the bank borrowings, based on a prime rate of 6-3/4%, 
would be 7.76% per annum. Compensating balances are not 
required. SFI will use the proceeds of the notes for the finan- 
cing of a significant part of its fue! oil inventory and for other 
expenditures in connection with its fuel supply program for 
the Middle South Utilities System. 


No State commission and no Federal commission, other 
than this Commission, has jurisdiction over the proposed 
transactions. 


Due notice of the filing of said post-effective amendment to 
the application-declaration has been given in the manner 
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prescribed in Rule 23 promulgated under the Act (HCAR No. 
19434), and no hearing has been requested of or ordered by 
the Commission. Upon the basis of the facts in the record, it 
is hereby found that the applicable standards of the Act and 
the rules thereunder are satisfied and that no adverse find- 
ings are necessary; and that it is appropriate in the public in- 
terest and in the interest of investors and consumers that 
said application-declaration, as amended by said post- 
effective amendment, be granted and permitted to become 
effective: 


IT |S ORDERED, pursuant to the applicable provisions of the 
Act and rules thereunder, that said application-declaration, 
as amended by said post-effective amendment, be, and it 
hereby is, granted and permitted to become effective 
forthwith, subject to the terms and conditions prescribed in 
Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19485/April 14, 1976 


In the Matter of 


NATIONAL FUEL GAS COMPANY 
30 Rockefeller Plaza 
New York, New York 10020 


NATIONAL FUEL GAS DISTRIBUTION 
CORPORATION 

10 Lafayette Square 

Buffalo, New York 14203 


NATIONAL FUEL GAS SUPPLY CORPORATION 
308 Seneca Street 
Oil City, Pennsylvania 16301 


(70-5832) 


NOTICE OF PROPOSED ISSUE AND SALE OF BANK 
NOTES AND/OR COMMERCIAL PAPER BY HOLDING 
COMPANY AND ISSUE AND SALE OR SHORT-TERM 
NOTES TO HOLDING COMPANY BY SUBSIDIARY 
COMPANIES 


NOTICE IS HEREBY GIVEN that National Fuel Gas Com- 
pany (‘National’), a registered holding company, and two of 
its subsidiary companies, National Fuel Gas Distribution 
Corporation (‘Distribution Corporation”) and National Fuel 
Gas Supply Corporation (“Supply Corporation’), have filed 
an application-declaration with this Commission pursuant to 
the Public Utility Holding Company Act of 1935 (“Act”), 
designating Sections 6(a), 7, 9(a), 10, 12(b), and 12(f) of the 
Act and Rules 42, 43, 45, and 50(a)(5) promulgated 
thereunder as applicable to the proposed transactions. All 
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interested persons are referred to the application- 
declaration, which is summarized below, for a complete 
statement of the proposed transactions. 


National proposes, from time to time through December 31, 
1976, to issue and sell notes to banks and/or commercial 
paper in the aggregate amount at any one time outstanding 
of not more than $75,000,000. Such commercial paper will 
be sold by National directly to A.G. Becker & Co., Incor- 
porated (‘Becker’) a dealer in commercial paper, in 
denominations of not less than $25,000 with varying 
maturities not to exceed nine months and which will not be 
prepayable prior to maturity. No commission will be payable 
in connection with the issuance and sale of the commercial 
paper; however, Becker will reoffer and sell the commercial 
paper at a discount rate of 1/8 of 1% per annum less than 
the prevailing discount rate to the company. Becker, in 
reoffering the commercial paper, will limit the reoffer and 
sale to not more than 200 buyers of commercial paper iden- 
tified and designed in a list (nonpublic) prepared in advance. 
It is anticipated that the commercial paper will be held by 
the buyers to maturity; however, Becker may, if desired, 
repurchase the commercial paper and reoffer it others on 
said list of buyers. 


It is stated that the decision to issue bank notes or commer- 
cial paper is at National's discretion, except that if the effec- 
tive interest cost for commercial paper exceeds the cost of 
equivalent borrowings from The Chase Manhattan Bank, 
N.A. (‘Chase’) on the date of issue, National will resort to 
bank loans. The proposed unsecured, short-term bank notes 
will be issued and sold only to listed banks, will be dated as 
of the date of issue, will mature not later than twelve months 
from the date thereof, and will bear interest at the prime rate 
of interest in effect from time to time of a specified bank or 
banks, the name or names of which will be furnished by 
amendment. These notes will be prepayable at any time, in 
whole or in part, without penalty or premium. No compen- 
sating balances will be required except in the case of Chase 
notes. National has informally agreed with Chase to main- 
tain average balances of 20% of the average loans outstand- 
ing. However, the average balances maintained for normal 
operating needs are sufficient to cover these amounts. 
Assuming that an average balance of 20% was required, the 
effective cost of money, based on the current 6.75% prime 
rate, would be 8.44%. There will be no commitment fee nor 
any closing or related costs in connection with the bank 
borrowings. 


The company proposes to use the proceeds from the sale of 
its short-term notes and/or commercial paper to acquire for 
cash from time to time up to $20,000,000 aggregate prin- 
cipal amount at any one time outstanding of short-term un- 
secured notes proposed to be issued and sold by Distribu- 
tion Corporation and up to $55,000,000 aggregate principal 
amount at any one time outstanding of short-term un- 
secured notes proposed to be issued and sold by Supply 
Corporation. Each such note will be dated the same date and 
bear the same effective interest rate as the related bank note 
and/or commercial paper of National. Each note related to a 
bank note of National will mature within twelve months 
from its date of issue, with interest payable quarterly until 
the principal amount is paid in full. Each note related to 
National's commercial paper will mature within nine months 
from its date of issue, with interest payable quarterly until 
the principal amount is paid in full. Distribution and Supply 


will have the option, after payment of all notes of prior 
maturity, to prepay any note issued pursuant to this transac- 
tion at any time or from time to time, in whole or in part, 
without premium. 


Distribution Corporation proposes to use the proceeds from 
the sale of its notes for additional working capital. It is an- 
ticipated that repayment of the notes by Distribution Cor- 
poration will be made from funds generated internally. 
Supply Corporation proposes to use the proceeds from the 
sale of its notes to purchase gas placed in storage in the 
summer months which will be sold in the winter and for 
working capital. Repayment of these notes by Supply Cor- 
poration will be made as gas is withdrawn from storage and 
sold and from funds generated internally. 


National requests exception from the competitive bidding 
requirements of Rule 50 for the proposed issue and sale of 
its commercial paper pursuant to paragraph (a)(5) thereof 
and also requests authority to file certificates under Rule 24 
with respect to the proposed bank notes and/or commercial 
paper on a quarterly basis. 


The fees and expenses to be incurred in connection with the 
proposed transactions are to be filed by amendment. The fil- 
ing states that no State or Federal commission, other than 
this Commission, has jurisdiction over the proposed transac- 
tions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than May 7, 1976, request in writing that a 
hearing be held on such matter, stating the nature of his in- 
terest, the reasons for such request, and the issues of fact or 
law raised by said application-declaration which he desires 
to controvert; or he may request that he be notified if the 
Commission should order a hearing thereon. Any such re- 
quest should be addressed: Secretary, Securities and Ex- 
change Commission, Washington, D.C. 20549. A copy of 
such request should be served personally or by mail upon 
the applicants-declarants at the above-stated addresses, 
and proof of service (by affidavit or, in case of an attorney at 
law, by certificate) should be filed with the request. At any 
time after said date, the applicaton-declaration, as filed or as 
it may be amended, may be granted and permitted to 
become effective as provided in Rule 23 of the General 
Rules and Regulations promulgated under the Act, or the 
Commission may grant exemption from such rules as pro- 
vided in Rules 20(a) and 100 thereof or take such other ac- 
tion as it may deem appropriate. Persons who request a 
hearing or advice as to whether a hearing is ordered will 
receive any notices or orders issued in this matter, including 
the date of the hearing (if ordered) and any postponements 
thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19486/April 14, 1976 


In the Matter of 


ALLEGHENY POWER SYSTEM, INC. 
New York, New York 10022 


MONONGAHELA POWER COMPANY 
Fairmont, Virginia 26554 


THE POTOMAC EDISON COMPANY 
Hagerstown, Maryland 21740 


WEST PENN POWER COMPANY 
Greensburg, Pennsylvania 15601 


(70-5819) 


ORDER AUTHORIZING PROPOSED ISSUE AND SALE OF 
COMMON STOCK BY SUBSIDIARIES TO PARENT AND A 
CAPITAL CONTRIBUTION BY PARENT TO SUBSIDIARY 
AND PROPOSED AMENDMENT OF ARTICLES OF 
INCORPORATION OF SUBSIDIARY TO INCREASE 
AUTHORIZED SHARES OF COMMON STOCK 


Allegheny Power System, Inc. (“APS”), a registered holding 
company, and three of its public utility subsidiary com- 
panies, Monongahela Power Company (“Monongahela”), 
The Potomac Edison Company (‘PE’), and West Penn 
Power Company (‘West Penn”), have filed an application- 
declaration, and an amendment thereto, with this Commis- 
sion pursuant to Sections 6, 7, 9, 10 and 12 of the Public 
Utility Holding Company Act of 1935 (‘Act’) and Rule 50(a) 
(3) promulgated thereunder regarding the following pro- 
posed transactions. 


APS proposes to acquire additional shares of common stock 
of Monongahela and PE and to make a further investment in 
the equity of West Penn by means of a capital contribution, 
in the amounts not to exceed those set forth in the table 
below, from time to time prior to December 31, 1976. 


Subsidiary and Cash 
Title of Issue Consideration 


Monongahela 400,000 shares $20,000,000 
Common Stock — 
$50 par 
PE 1,125,000 shares $22,500,000 
Common Stock — 
no par 
West Penn $20,000,000 


Capital Contributions 


The net proceeds of the issuance and sale of common stock 
by Monongahela and PE and of the cash capital con- 
tributions to West Penn will be used by each of them for 
their construction programs. For the year 1976, construction 
expenditures in the case of Monongahela, PE, and West 
Penn are estimated at $62 million, $59 million, and $89 
million, respectively. All of the presently outstanding com- 
one stock of Monongahela, PE, and West Penn is owned by 
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PE proposes to amend its charter to increase the number of 
shares of common stock which it is authorized to issue from 
5,125,000 shares to 6,000,000 shares. 


It is estimated that total expenses, including legal fees, to be 
incurred by APS, Monongahela, PE, and West Penn, will not 
exceed $5,500. The West Virginia Public Service Commis- 
sion, the Ohio Public Utilities Commission, the Virginia State 
Corporation Commission, and the Maryland Public Service 
Commission have authorized the proposed transactions and 
the Pennsylvania Public Utility Commission has registered a 
Securities Certificate with respect to the issuance of com- 
mon stock by PE. No other state commission nor any federal 
commission, other than this Commission, has jurisdiction 
over the proposed transactions. 


Due notice of the filing of said application-declaration has 
been given in the manner prescribed in Rule 23 promulgated 
under the Act (HCAR No. 19436), and no hearing has been 
requested of or ordered by the Commission. Upon the basis 
of the facts in the record, it is hereby found that the 
applicable standards of the Act and the rules thereunder are 
satisfied and that no adverse findings are necessary; and 
that it is appropriate in the public interest ana in the interest 
of investors and consumers that said application- 
declaration, as amended, be granted and permitted to 
become effective. 


IT IS ORDERED, pursuant to the applicable provisions of the 
Act and rules thereunder, that said application-declaration, 
as amended, be, and it hereby is, granted and permitted to 
become effective forthwith, subject to the terms and con- 
ditions prescribed in Rule 24 promulgated under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19487/April 15, 1976 


In the Matter of: 


PUBLIC SERVICE COMPANY OF OKLAHOMA 
P. O. Box 201 
Tulsa, Oklahoma 74102 


(70-5833) 


NOTICE OF FOUR PROPOSED AMENDMENTS TO 
ARTICLES OF INCORPORATION RELATING TO 
PREFERRED STOCK; PROPOSED ISSUE AND SALE OF 
PREFERRED STOCK AT COMPETITIVE BIDDING; ORDER 
AUTHORIZING SOLICITATION OF SHAREHOLDERS’ 
PROXIES IN CONNECTION THEREWITH 


NOTICE IS HEREBY GIVEN that Public Service Company of 
Oklahoma ("PSO"), an electric utility subsidiary company of 
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Central and South West Corporation (“CSW”), a registered 
holding company, has filed with this Commission a declara- 
tion and an amendment thereto pursuant to the Public Utili- 
ty Holding Company Act of 1935 (“Act”), designating Sec- 
tions 6(a), 7 and 12(e) thereof and Rules 50, 62 and 65 
promulgated thereunder as applicable to the proposed trans- 
actions. All interested persons are referred to the declara- 
tion, as amended, which is summarized below, for a com- 
plete statement of the proposed transactions. 


PSO proposes to amend in four respects its Amended Ar- 
ticles of Incorporation (‘charter’) and, therefore, to call a 
special meeting of its common and preferred stockholders, 
scheduled for May 28, 1976, to consider and vote upon the 
four proposed amendments. In connection with the special 
meeting, PSO also proposes to solicit proxies from its 
preferred shareholders through proposed soliciting material, 
which PSO intends to mail to such shareholders on April 15, 
1976, for the purpose of obtaining the requisite approval of 
the proposed charter amendments. 


The first proposed amendment ("Amendment A”) provides 
that the three outstanding series of preferred stock, $100 
par value, be reclassified as preferred stock without par 
value, but with a stated value of $100, and that any new 
series of preferred stock also be without par value, but have 
a stated value established by the Board of Directors 
(“Board’’) at the time of creation of such series. It is stated 
that in certain instances it may be advantageous to offer 
preferred stock that may be sold for substantially less than 
$100 per share. Oklahoma law however, does not permit 
par values to be varied from one series to another within a 
class of stock, but does allow the stated value of no-par 
shares to be so varied. 


PSO anticipates that Amendment A would permit the Board 
to establish for any future series of preferred stock a stated 
value (equivalent in effect to a par value) of any amount (not 
greater than the consideration received by PSO for shares of 
the series), thus facilitating sales of future series of preferred 
stock at less than $100 per share. 


PSO states that proposed Amendment A would not affect in 
any way the rights of preferred stockholders: voluntary and 
involuntary liquidation values, dividend rates and other 
rights formerly related to par value would be restated in 
terms of stated value; voting rights would be restated in 
terms of the number of votes required for adoption of a 
measure rather than the number of shares voting in favor 
thereof and would also be restated to provide that each 
share of preferred stock will be entitled to 1 vote per $10 of 
stated value (including fractional votes), thereby maintaining 
the present relative voting rights of preferred and common 
stockholders; and quorum and call-of-meeting requirements 
would be similarly restated in terms of votes rather than 
shares. 


The second proposed charter amendment (“Amendment B”’) 
provides that the number of shares of preferred stock which 
PSO is authorized to issue and allot be increased from 700,- 
000 shares to 2,900,000 shares in order to give the Board 
some measure of flexibility in financing its construction and 
fuel exploration activities (which for 1976-1978 are 
presently estimated to cost about $422,677,900) and in 
maintaining desirable capitalization ratios. In order to 
protect preferred stockholders from dilution, Amendment B 


limits the maximum aggregate stated value of the 2,900.- 
000 shares to $106,092,500, which is equal to the $44,- 
790,000 of presently outstanding shares plus $61,302,500 
for new shares (i.e., the sale of the 2,200,000 additional 
authorized shares, together with the 252,100 presently 
authorized but unissued shares, at an assumed stated value 
of $25). 


The third proposed amendment (“Amendment C”) would 
modify the computation of earnings for purposes of satisfy- 
ing the earnings coverage necessary for issuance of 
preferred stock without shareholder approval (‘earnings 
test’). The earnings test, in general, requires that PSO’s 
gross income for a period of 12 months ending within the 15 
months immediately preceding the date of issuance of the 
additional preferred stock be at least 1 1/2 times the sum of 
the annual interest charges on all of PSO’s debt securities 
and the annual dividend requirement on all shares of its 
preferred stock to be outstanding immediately after the 
issuance of the additional preferred stock. ‘Gross income” 
for purposes of the earnings test is presently computed un- 
der PSO’s charter after deducting all taxes (including income 
taxes) and an amount for maintenance, repairs and deprecia- 
tion of property, which amount is required to be not less 
than the greater of (i) 15% of PSO’s gross operating 
revenues, less costs of purchased power, or (ii) 2 1/4% of 
the average amount, during the period for which the earn- 
ings test is being computed, of its depreciable bondable 
property. 


Proposed Amendment C would change the earnings test to 
require that, in determining PSO’s gross income for the 
applicable period, the amounts to be deducted for deprecia- 
tion, retirements, renewals, replacements and/or amortiza- 
tion shall not be less in the aggregate than an amount equal 
to 3% of the average amount, during the applicable period, 
of PSO’s depreciable bondable property. PSO intends that 
Amendment C would establish a more appropriate standard 
for determining the expenditures required in order to main- 
tain the value of its utility plant because the 3% deduction 
standard is approximately equivalent to the average 
depreciation rate on depreciable bondable property used by 
PSO for general accounting purposes for 1971 through 
1975. PSO also states that such expenditure requirements 
should no longer be based upon gross operating revenues 
because gross operating revenues because gross operating 
revenues have been greatly inflated in recent years by the 
recovery of sharply rising fuel costs through fuel adjustment 
charges. PSO anticipates that fuel costs and the related 
earnings test deductions, under the present terms of the 
charter, are likely to increase to the point that PSO will find it 
difficult to issue additional preferred stock. 


The fourth proposed amendment (“Amendment D’’) would 
modify the minimum deductions required for maintenance 
and depreciation in computing ‘‘common stock equity” for 
purposes of the limitations imposed by the charter on com- 
mon stock dividends while preferred stock is outstanding. In 
general, the limitation on the extent to which the net income 
available for common stock dividends can be so distributed 
to CSW depends upon the ratio of common stock equity to 
total capitalization on the last day of a calendar month end- 
ing within the 60 days next preceding the months in which 
the dividend is to be declared. For example, only 75% of the 
available net income can be distributed as common stock 
dividends if the ratio is 20% or more but less than 25%, and 
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only 50% can be distributed if the ratio is less than 20%. 
“Common stock equity,’ generally, is equal to PSO’s stated 
capital and surplus subject to certain deductions, one of 
which is the excess of an amount equal to 15% of gross 
operating revenues (less certain deductions) over the 
aggregate amount charged on PSO’s books for 
maintenance, repairs and depreciation of property for the 
period beginning July 1, 1945 and ending within 90 days of 
the date as of which “common stock equity” is being deter- 
mined. At December 31, 1975 PSO’s common stock equity 
ratio was about 41%. 


Proposed Amendment D provides that for all periods after 
December 31, 1975, the amount required to be deducted 
instead will be the excess, if any, of 3% of the average 
amount (for the period beginning January 1, 1976, and end- 
ing with the period for which the calculation is being made) 
of PSO’s depreciable bondable property over the aggregate 
amount charged on PSO’s books for depreciation, 
retirements, renewals, replacements and/or amortization for 
the same period. PSO states that the problems with the pre- 
sent dividend restriction arising from continuing into the 
future the deduction based on 15% of gross operating 
revenues are equivalent to those stated above concerning 
the present earnings test. As in the case of Amendment C, 
PSO states that Amendment D, which is related to the 
amount of utility plant in service, is a more appropriate 
minimum deduction requirement to protect against ex- 
cessive common stock dividends where provision for the 
maintenance of the value of utility plant has been inade- 
quate. 


It is stated that under Oklahoma law and the charter, adop- 
tion of proposed Amendments A and B requires the 
favorable vote of a majority of all votes appertaining to the 
preferred and common stock, voting together, entitled to 
vote at the meeting and adoption of proposed Amendments 
C and D requires the affirmative vote of the holders of at 
least two-thirds of the outstanding shares of the preferred 
stock, voting as a class, and the favorable vote of a majority 
of all votes appertaining to the preferred and common stock, 
voting together, entitled to vote at the meeting. CSW owns 
all of the 10,482,000 shares of PSO common stock, which 
constitutes more than a majority of the aggregate number of 
outstanding shares of both the preferred and common stock 
and which account for well over a majority of all votes eligi- 
ble to be cast for the proposed amendments. CSW has 
stated its intention to vote its PSO shares in favor of the 
proposed amendments; thus, the adoption of Amendments 
A and B is assured. 


After Amendments A and B have been adopted and made 
effective, PSO further proposes to issue and sell, subject to 
the competitive bidding requirements of Rule 50, up to 1,- 
000,000 shares of its $ preferred stock (‘new 
preferred stock’), of the stated value of $25 per share. The 
dividend rate, stated in terms of the dollar amount payable 
per year (which amount will be a multiple of $.04), and the 
price per share to be paid to PSO for the new preferred stock 
(which price will be not less than $25 nor more than $26 per 
share) will be determined by the competitive bidding. The 
terms of the new preferred stock also provide that no shares 
may be redeemed prior to July 1, 1981, if the funds for such 
redemption are obtained by PSO through the issuance of 
new debt securities or other preferred stock, at an interest or 
dividend cost as the case may be, less than the dividend rate 
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of the new preferred stock. 


The net proceeds to be realized from the sale of the new 
preferred stock will be used to pay a like amount of outstan- 
ding short-term borrowings. PSO states that at February 29, 
1976, it had $4,970,000 in short-term borrowings outstan- 
ding and that such borrowings will be about $35,000,000 
when the new preferred stock is sold. 


It is estimated that the fees and expenses to be incurred by 
PSO in connection with the proposed transactions will be 
about $110,000, including printing, legal and accounting 
fees of $65,000, $20,000 and $7,000 respectively. It is 
stated that the Corporation Commission of Oklahoma has 
jurisdiction over the proposed issue and sale of the new 
preferred stock and that no other state commission and no 
federal commission, other than this Commission, has 
jurisdiction over the proposed transactions. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than May 10, 1976, request in writing that a 
hearing be held on such matter, stating the nature of his in- 
terest, the reasons for such request, and the issues of fact or 
law raised by said amended declaration which he desires to 
controvert; or he may request that he be notified if the Com- 
mission should order a hearing thereon. Any such request 
should be addressed: Secretary, Securities and Exchange 
Commission, Washington, D. C. 20549. A copy of such re- 
quest should be served personally or by mail (air mail if the 
person being served is located more than 500 miles from 
the point of mailing) upon the declarant at the above-stated 
address, and proof of service (by affidavit or, in case of an at- 
torney at law, be certificate) should be filed with the request. 
At any time after said date, the declaration, as amended, or 
as it may be further amended, may be permitted to become 
effective as provided in Rule 23 of the General. Rules and 
Regulations promulgated under the Act, or the Commission 
may grant exemption from such rules as provided in Rules 
20(a) and 100 thereof or take such other action as it may 
deem appropriate. Persons who request a hearing or advice 
as to whether a hearing is ordered will receive any notices 
and orders issued in this matter, including the date of the 
hearing (if ordered) and any postponements thereof. 


It appearing to this Commission that the declaration, insofar 
as it proposes the solicitation of proxies from PSO’s 
preferred stockholders, should be permitted to become 
effective forthwith pursuant to Rule 62: 


IT 1S ORDERED that the declaration, as amended, regarding 
the proposed solicitation of proxies of PSO preferred 
stockholders be, and it hereby is, permitted to become effec- 
tive forthwith pursuant to Rule 62 and subject to the terms 
and conditions prescribed in Rule 24 under the Act. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19488/April 15, 1976 


In the Matter of: 


NATIONAL FUEL GAS COMPANY 
30 Rockefeller Plaza 
New York, New York 10020 


NATIONAL 
CORPORATION 
10 Lafayette Square 
Buffalo, New York 14203 


FUEL GAS DISTRIBUTION 


NATIONAL FUEL GAS SUPPLY CORPORATION 
308 Seneca Street 
Oil City, Pennsylvania 16301 


(70-5831) 


NOTICE OF PROPOSED ISSUE AND SALE OF PREFERRED 
STOCK BY HOLDING COMPANY; ISSUE AND SALE OF 
PROMISSORY NOTES TO BANK; ISSUANCE AND SALE 
BY SUBSIDIARIES OF PROMISSORY NOTES AND 
ACQUISITION THEREOF BY HOLDING COMPANY; 
REQUESTED EXCEPTION FROM COMPETITIVE BIDDING 
IN REGARD TO SALE OF PREFERRED STOCK 


NOTICE IS HEREBY GIVEN that National Fuel Gas Com- 
pany (‘National’), a registered holding company, and two of 
its wholly-owned subsidiary companies, National Fuel Gas 
Distribution Corporation (‘‘Distribution”’) and National Fuel 
Gas Supply Corporation (‘Supply’), have filed an 
application-declaration and amendments thereto with this 
Commission pursuant to the Public Utility Holding Company 
Act of 1935 (’Act’’) designating Sections 6(a), 7, 9(a), 10, 
12(b) and 12(f) of the Act and Rules 42, 43, 45 and 50 
promulgated thereunder as applicable to the proposed tran- 
saction. All interested persons are referred to the amended 
application-declaration for a complete statement of the 
proposed transaction. 

National proposes to issue and sell up to 1,200,000 shares 
of its cumulative preferred stock, par value $25 per share 
(Preferred Stock’). The annual dividend rate, expressed as 
a percentage of par value, will be a multiple of 0.08%. The 
terms will include a prohibition against direct or indirect 
redemption prior to April 14, 1981 with or in anticipation of 
borrowed funds having an effective annual interest cost to 
National of less than the effective annual dividend cost re- 
quirement on the Preferred Stock, or with or in anticipation 
of funds obtained through the issuance of shares of another 
series of preferred stock having a lower effective annual divi- 
dend cost. The terms of sinking fund, if any, will be supplied 
by amendment. National requests an exception from the 
competitive bidding requirements of Rule 50 under the Act 
for the issuance and sale of the Preferred Stock to permit it 
to select one or more investment banking firms to form a 
syndicate which will act as underwriters and with which 
National will negotiate the terms on which it will sell the 
Preferred Stock to such underwriters. 


National is a relatively small gas company operating in New 
York, Pennsylvania and Ohio. Furthermore, the company 
states that this sale represents the first issue of preferred 
stock by National and it is vitally important that it be placed 


successfully. National believes that a negotiated un- 
derwriting will provide the flexibility and preselling effort 
necessary to consummate the sale on terms satisfactory to 
National. 


National proposes to lend $25,000,000 of the proceeds of 
the sale of the Preferred Stock to Distribution, and to lend 
any amount in excess of $25,000,000 to Supply or to a 
storage subsidiary (“Storage”) which is presently being 
organized. Loans will be made directly to Storage after its 
organization and receipt of the Commission's approval of the 
acquisition of its securities and transfer of storage fields 
from Supply to Storage. Both loans will be made in ex- 
change for notes of the respective subsidiaries maturing on 
or before December 31, 1977 and at an interest rate per an- 
num, payable quarterly, equal to the effective cost of money 
incurred by National, rounded to the next highest 1/10 of 
1%. Concurrently, Distribution will prepay $16,000,000 of 
its notes payable to National; the remaining funds loaned to 
Distribution will be retained by it for use in its construction 
program. Storage and/or Supply will use the funds loaned by 
National for Storage’s 1976 construction program. National 
will apply the proceeds from Distribution’s prepayment to 
the prepayment of $16,000,000 of its outstanding notes 
and commercial paper. 


National states that Storage will acquire property rights in 
various storage fields from Supply in exchange for common 
stock equal to depreciated original cost and assumption by 
Storage of notes issued by Supply for development costs. 
Pending consummation of this, Supply will proceed to 
develop certain of the storage fields. National states that the 
storage capacity exceeds estimated needs, and the company 
intends to provide storage capacity for certain non-affiliated 
companies. 


The 1976 cash needs for storage development are an- 
ticipated to be $5,000,000 and the 1977 cash needs for 
storage development are anticipated to be $34,000,000. 


Ultimately, it is anticipated that Storage will have assets of 
approximately $90,000,000. The capitalization to support 
this will be approximately equal amounts of common stock, 
preferred stock, and promissory notes. All of these securities 
will be owned by National. 


The following pro forma capital structure of Storage is 
premised upon the construction program moving on 
schedule, with the property rights in three storage fields be- 
ing transferred to Storage during 1976: 


Pro-forma Statement - December 31, 1976 


Property $ 250,000 Common $ 250,000 
rights equity 
Property 5,000,000 Promissory 9,900,000 
improvements notes to parent 
Cash on hand 4,900,000 
for early 1977 
expenditure 
$10,150,000 $10,150,000 


National also proposes to issue and sell, from time to time 
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through December 31, 1976, $7,000,000 aggregate prin- 
cipal amount at any one time outstanding of its promissory 
notes (‘Notes’) to The Chase Manhattan Bank, N.A. 
(“Chase”). The Notes will mature within twelve months of 
their date of issue, will bear interest, payable quarterly, at 
the prime commercia! rate in effect at Chase from time to 
time, and will be prepayable, in whole or in part at any time 
without penalty. National has agreed to maintain average 
balances at Chase of 20% of the average amount of loans 
outstanding. National states that the average balances 
maintained for normal operating needs are sufficient to 
cover these amounts. If 20% compensating balances were 
required, the effective cost of money, based on a prime rate 
of 6.75%, would be 8.4375%. There will be no commitment 
fees nor any closing or related costs required in connection 
with the issuance of the Notes. The proceeds of such 
proposed borrowings will be used by National to acquire, for 
cash, unsecured promissory notes from its subsidiaries in the 
following maximum aggregate principal amounts at any one 
time outstanding: Distribution $1,500,000; Supply, $600,- 
000; and Storage and/or Supply $4,900,000. Each such 
note will be dated the same date and bear the same interest 
rate as the related Note of National and will mature within 
twelve months of its date of issue with interest payable 
quarterly until the principal amount is paid in full. The sub- 
sidiaries will have the option, after the payment of all notes 
of prior maturity, to prepay any note issued pursuant to this 
transaction at any time, in whole or in part, without 
premium, upon payment of all interest secured on the prin- 
cipal amount so prepaid to the date of such prepayment. The 
subsidiaries will use the proceeds from the sales of notes 
herein described for their respective construction program. 
Repayment of the notes will be made from the proceeds of a 
financing planned for 1977. 


The fees and expenses to be incurred in connection with this 
transaction are estimated at $120,000 including legal fees 
of $32,500 and accounting fees of $10,000. The fee of 
counsel for purchasers of the Preferred Stock is estimated at 
$20,000 and will be paid by the purchasers. It is stated that 
the issuance and sale of notes by Distribution is subject to 
the jurisdiction of the Public Service Commission of New 
York and the Pennsylvania Public Utility Commission. No 
other State commission and no Federal commission, other 
than this Commission, has jurisdiction over the proposed 
transaction. 


NOTICE IS FURTHER GIVEN that any interested person 
may, not later than May 10, 1976, request in writing that a 
hearing be held on such matter, stating the nature of his in- 
terest, the reasons for such request, and the issues of fact or 
law raised by the filing which he desires to controvert; or he 
may request that he be notified if the Commission should 
order a hearing thereon. Any such request should be ad- 
dressed: Secretary, Securities and Exchange Commission, 
Washington, D. C. 20549. A copy of such request should be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon the applicants-declarants at the above-stated 
address, and proof of service (by affidavit or, in case of an at- 
torney at law, by certificate) should be filed with the request. 
At any time after said date, the application-declaration, as 
amended or as it may be further amended, may be granted 
and permitted to become effective as provided in Rule 23 of 
the General Rules and Regulations promulgated under the 
Act, or the Commission may grant exemption from such 
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rules as provided in Rules 20(a) and 100 thereof or take 
such other action as it may deem appropriate. Persons who 
request a hearing or advice as to whether a hearing is 
ordered will receive any notices or orders issued in this 
matter, including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Corporate Regula- 
tion, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





PUBLIC UTILITY HOLDING COMPANY ACT OF 1935 
Release No. 19489/April 15, 1976 


ADOPTION OF AMENDMENTS TO FORM U5S AND RULE 
48(b) UNDER THE PUBLIC UTILITY HOLDING COMPANY 
ACT OF 1935 


(S7-614) 


The Securities and Exchange Commission announced today 
adoption of amendments to Form U5S and Rule 48(b) (17 
CFR 250.48(b)), both under the Public Utility Holding Com- 
pany Act of 1935 (“the Act’’). Form USS is the annual report 
filed by registered holding companies, and Rule 48(b) 
provides exemptions with respect to specified loans to 
employees or guarantees of their obligations. 


Form US5S is amended to relieve the reporting companies 
from stating the amount of compensation paid to 
employees, other than officers, who in the year are paid 
$15,000 or more but less than $40,000, and to substitute a 
summary of loans and guarantees to or for the account of 
employees for the itemized list now required. Rule 48(b) is 
amended to limit generally the amount of exemptd loans or 
guarantees to not more than $10,000 for the account of any 
one employee. The amended rule permits this limit to be ex- 
ceeded with respect to a residence occupied by the 
employee or his family. These limitations do not preclude 
application for authorization, by order, of appropriate trans- 
actions not included in the exemption. Reference is made to 
Holding Company Act Release No. 19362, January 30, 
1976, for a full explanation of the purposes of the 
amendments. 


The proposed amendments were published for comment by 
that release. The comment period expired March 2, 1976. 


Text of the Amendments 


1. The identifying statement for the third tabulation in Part 
Il of Item 9(a) of Form U5S, and paragraph 3 of the instruc- 
tions thereto are each amended to substitute “$40,000” for 
“$15,000.” 


2. Item 9(b) of Form USS is deleted and the following sub- 
stituted therefore: 
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(b) Indebtedness of or guarantee of obligations of 
directors, officers, or employees. 


(1) State the total amount of indebtedness owed to each 
system company by officers, directors or employees at the 
end of the year, the number of persons so indebted, and the 
largest debt inciuded in the total. There may be excluded any 
advances for travel or other reimbursable expenses, ad- 
vances intended to be collected from the next payment of 
compensation, and current indebtedness for goods or ser- 
vices sold in the ordinary course of the business of system 
companies. 


(2) If any system company has directly or indirectly as- 
sumed or guaranteed the indebtedness of any director, of- 
ficer or employee, including the assumption of an obligation 
to purchase such indebtedness or otherwise to provide a 
means to pay it if the primary obligor fails to pay, state the 
total amount of such obligations of each system company 
outstanding at the end of the year, the number of persons, 
and the largest obligation included in the total. The amount 
shall be stated without deduction for possible payments by 
other persons or for the value of any property securing such 
obligations. 


(3) If during the year the aggregate indebtedness of any of- 
ficer, director, or employee to all system companies, in- 
cluding any obligation incurred for the benefit of such person 
of the character described in paragraph (2) above, exceeded 
$10,000 and any part thereof arose from transactions not 
exempted by Rule 48(b), identify (by release number and 
date) any order of the Commission authorizing the transac- 
tion, or include a brief statement of the transaction, the date 
thereof, the original amount and the balance at the end of 
the year, whether it involved an officer or a director, and 
state why Commission authorization was not required. 


3. Rule 48(b) is deleted and the following substituted 
therefor: 


(b) Exemption in connection with loans to employees. 


Each registered holding company and any subsidiary com- 
pany thereof is exempted from Section 9(a)(1) of the Act 
with respect to the acquisition of any evidence of in- 
debtedness from its employee in consideration of a loan 
made to such employee and each subsidiary of a registered 
holding company is exempted from Section 6(a) of the Act 
with respect to the guarantee of indebtedness of its 
employee: 


(1) If such transaction is made pursuant to a personnel 
policy of general application adopted in writing by the board 
of directors of such company, or by a committee or ex- 
ecutive officer authorized by the board of directors so to act 
and communicated to the class of employees to which it 
applies; and does not cause the total amount of guarantees 
and loans of all companies in the holding-company system 
to or for the account of such employee, outstanding at the 
time of the transaction, to exceed the sum of $10,000. 


(2) In computing the sum of $10,000, there may be ex- 
cluded (i) bona fide advances to the employee for travel or 
other reimbursable expenses; (ii) current indebtedness of the 
employee for goods or services sold by the system com- 
panies in the ordinary course of their business; and (iii) any 


loan or guarantee secured by a first mortgage on a residence 
occupied by the employee or by that employee's family. 


(3) Each company intending to avail itself of this exemption 
subsequent to the effective date of this rule shall file, as an 
exhibit or as an amendment to the system's annual report on 
Form USS, a copy of such personnel policy. If any loan or 
guarantee, exceeding $10,000, with respect to a first 
mortgage on a residence, is made to an officer or director 
subsequent to the effective date of this rule, the company 
shall also file, in the same manner, a statement of the 
amount of the obligation, the interest rate, terms of payment 
(which may be described by stating the number and amount 
of periodic payments) and the identity of the director or of- 
ficer. 


As used in this rule, the term “employee” includes an officer, 
and does not include a director who is not an officer or 
employee; and the term “guarantee” includes the assump- 
tion of an indebtedness or of an obligation to purchase such 
indebtedness or otherwise to provide a means of payment if 
the primary obligor fails to pay. 


The amendments are hereby adopted, in the form proposed, 
pursuant to Sections 3(d), 9(c) and 20(a) of the Act. Forms 
U5S for the calendar year 1975 are due May 1, 1976. Com- 
panies are authorized, at their option, to use the amended 
form herein adopted for the annual report for the calendar 
year 1975. Use of the amended Form USS is required for 
subsequent filings. The amendments to Rule 48(b) are effec- 
tive June 1, 1976. 


By the Commission. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT COMPANY ACT OF 1940 
Release No. 9244/April 9, 1976 


In the Matter of 


ALLIANCE BOND FUND, INC. 
FIDUCIARY GROWTH ASSOCIATES, 
INCORPORATED 

PINESTOCK ASSOCIATES, INC. 
QUASAR ASSOCIATES, INC. 


140 Broadway 
New York, New York 10005 


(812-3920) 

ORDER TEMPORARILY EXEMPTING APPLICANTS FROM 
THE PROVISIONS OF SECTION 15(a) OF THE ACT 
PURSUANT TO SECTION 6(c) OF THE ACT 
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Alliance Bond Fund, Inc., Fiduciary Growth Associates, In- 
corporated, Pinestock Associates, Inc. and Quasar 
Associates, Inc. (‘Applicants’), open-end investment 
management companies registered under the Investment 
Company Act of 1940 (the “Act’’), filed an application on 
March 1, 1976, pursuant to Section 6(c) of the Act for an 
order granting temporary exemption from the provisions of 
Section 15(a) of the Act. 


On March 15, 1976, a notice was issued of the filing of said 
application (Investment Company Act Release No. 9203). 
The notice gave interested persons an opportunity to request 
a hearing and stated that an order disposing of the applica- 
tion would be issued as of course unless a hearing should be 
ordered. No request for a hearing has been filed and the 
Commission has not ordered a hearing. 


The matter has been considered and it is found that the 
granting of the requested exemption is appropriate in the 
public interest and consistent with the protection of in- 
vestors and the purposes fairly intended by the policy and 
provisions of the Act. 


IT 1S ORDERED, pursuant to Section 6(c) of the Act that the 
application for temporary exemption from the provisions of 
Section 15(a) of the Act be, and hereby is, granted, effective 
forthwith. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9245/April 9, 1976 


In the Matter of 


FRANKLIN CORPORATION 
One Indiana Square 

Suite 2610 

Indianapolis, Indiana 46204 


(812-3938) 


NOTICE OF FILING OF APPLICATION FOR ORDER 
PURSUANT TO SECTION 3(b) (2) OF THE ACT 
DECLARING THAT COMPANY IS NOT AN INVESTMENT 
COMPANY OR, ALTERNATIVELY, FOR ORDER 
PURSUANT TO SECTION 6(c) EXEMPTING COMPANY 
FROM ALL PROVISIONS OF THE ACT. 


NOTICE IS HEREBY GIVEN that Franklin Corporation 
(‘Applicant’), an Indiana corporation, filed an application on 
April 6, 1976, pursuant to Section 3 (b) (2) of the Invest- 
ment Company Act of 1940 (“Act”), for an order of the 
Commission declaring that Applicant is primarily engaged in 
a business other than that of investing, reinvesting, owning, 
holding or trading in securities, or, alternatively, for an order 
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pursuant to Section 6(c) of the Act exempting Applicant 
from all provisions of the Act. All interested persons are 
referred to the application on file with the Commission for a 
statement of the representations contained therein, which 
are summarized below. 


Applicant was organized in 1921 and until 1968 operated a 
finance company business. After the sale of such business, 
Applicant made several minor investments until it acquired 
668,500 shares (representing a controlling interest of ap- 
proximately 53.2%) of the common stock of Steak n Shake, 
Inc. (‘Steak’) from Longchamps Inc. in September, 1971. 
Applicant, through a wholly-owned subsidiary, now owns 1, 
337,000 shares of the Common Stock of Steak as a result of 
a two-for-one stock split in 1972. After the proposed offer- 
ing, the subsidiary will be liquidated and the remaining 
shares of Steak will be distributed to Franklin. 


Applicant asserts that at all times since its acquisition of its 
interest in Steak, it has through its officers and directors ac- 
tively operated and managed the business and affairs of 
Steak; that seven of the eight Directors of Steak are Direc- 
tors of Applicant; that the President and the Executive Vice 
President of Steak are the President and the Vice President, 
respectively, of Franklin, and that Applicant is primarily 
engaged in a business or businesses other than that of in- 
vesting, reinvesting, owning, holding or trading in securities. 


Steak, a publicly held corporation subject to the reporting 
requirements under the Securities Exchange Act of 1934, is 
primarily engaged in the business of operating and supplying 
a chain of restaurants which do business as Steak n Shake 
Restaurants. As of September 30, 1975, Steak operated 99 
such restaurants in eight states and received income from 
five licensed Steak Restaurants operating in two of those 
states. Applicant assets that Steak is not an investment 
company. 


Applicant proposes to offer between 225,000 and 250,000 
shares of the common stock of Steak through a secondary 
offering to be registered under the Securities Act of 1933. 
Upon the consummation of the proposed offering Applicant 
will own less than a majority of the outstanding shares of 
Steak. Applicant represents that after the consummation of 
the proposed offering, it will continue to control and manage 
the business and affairs of Steak. Applicant states that the 
purpose of the proposed offering is to raise funds with which 
to repay substantially its outstanding indebtedness. 


Section 3(a) (3) of the Act defines an investment company 
as any issuer which “...is engaged or proposes to engage in 
the business of investing, reinvesting, owning, holding or 
trading in securities having a value exceeding 40 per centum 
of the value of such issuer’s total assets (exclusive of 
Government securities and cash items) on an uncon- 
solidated basis.’’ Section 3(a) states that securities issued by 
majority-owned subsidiaries of the owner are not invest- 
ment securities. After the consummation of the proposed 
offering, Applicant’s remaining shares of Steak will be in- 
vestment securities and will constitute over 40% of its total 
assets. 


Section 3(b) (2) of the Act excepts from the definition of an 
investment company in Section 3(a) (3) of the Act any issuer 
which the Commission finds and by order declares to be 
primarily engaged in a business or businesses other than 
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that of investing, reinvesting, owning, holding or trading in 
securities, either directly or (a) through majority-owned sub- 
sidiaries or (b) through controlled companies conducting 
similar types of businesses. 


As an alternative to the Commission's issuance of an order 
pursuant to Section 3(b) (2) of the Act, Applicant requests 
that the Commission issue an appropriate order under Sec- 
tion 6(c) of the Act which provides, in pertinent part, that the 
Commission upon application may conditionally or uncon- 
ditionally exempt any person from any provision or 
provisions of the Act if and to the extent that such exemp- 
tion is necessary or appropriate in the public interest and 
consistent with the protection of investors and with the pur- 
poses fairly intended by the policy and provisions of the Act. 


NOTICE IS FURTHER GIVEN that any interested person 
may not later than May 3, 1976, at 5:30 p.m., submit to the 
Commission in writing a request for a hearing on the matter 
accompanied by a statement as to the nature of his interest, 
the reason for such request, and the issues, if any, of fact or 
law proposed to be controverted, or he may request that he 
be notified if the Commission should order a hearing 
thereon. Any such communication should be addressed: 
Secretary, Securities and Exchange Commission, 
Washington, D.C. 20549. A copy of such request shall be 
served personally or by mail (air mail if the person being 
served is located more than 500 miles from the point of 
mailing) upon Applicant at the address stated above. Proof 
of such service (by affidavit, or in the case of an attorney-at- 
law, by certificate) shall be filed contemporaneously with the 
request. As provided in Rule O-5 of the Rules and 
Regulations promulgated under the Act, an order disposing 
of the application will be issued as of course following said 
date unless the Commission thereafter orders a hearing on 
request or upon the Commission’s own motion. Persons 
who request a hearing or advice as to whether a hearing is 
ordered will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 





INVESTMENT COMPANY ACT OF 1940 
Release No. 9246/April 13, 1976 


Administrative Proceeding File No. 3-5002 
ALEX. BROWN & SONS 

135 E. Baltimore Street 

Baltimore, Maryland 21201 

(812-3940) 


NOTICE OF FILING OF APPLICATION PURSUANT TO 
SECTION 9(c) FOR EXEMPTION FROM SECTION 9Q(a) OF 


THE ACT AND TEMPORARY ORDER OF EXEMPTION 
PENDING DETERMINATION OF THE APPLICATION 


NOTICE IS HEREBY GIVEN that Alex. Brown & Sons (the 
Applicant’) has filed an application pursuant to Section 
9(c) of the Investment Company Act of 1940 (the Act”) for 
an order exempting the Applicant from the provisions of 
Section 9 (a) of the Act and, without prejudice to the Com- 
mission's consideration of such application, has also applied 
for a temporary order of exemption from Section 9 (a) pend- 
ing the Commission's determination of the application for 
permanent exemption. All interested persons are referred to 
the application on file with the Commission for a statement 
of the representations therein which are summarized below. 


The Applicant is a partnership registered with the Commis- 
sion as a broker-dealer and as an investment advisor. On 
April 13, 1976, in an action commenced against the Appli- 
cant by the Commission under Sections 21(d) and (e) of the 
Securities Exchange Act of 1934 (the “Exchange Act’), the 
United States District Court for the District of Maryland 
entered a Final Judgment (the ‘Consent Decree’) enjoining 
the Applicant and its partners, officers, agents, servants, and 
employees from violations of Sections 9 (a) (2), 10 (b), 13 
(d), and 16 (a) of the Exchange Act and Rules 10b-5, 10b-6, 
13d-1, 13d-2, and 16a-1 thereunder in connection with cer- 
tain activities of the Applicant and one of its Registered 
Representatives in the common stock of AVX Corporation 
and its predecessors. 


Section 9 (a) of the Act, as here pertinent, makes it unlawful 
for any person, or any company with which such person is 
affiliated, to serve or act in the capacity of employee, officer, 
director, member of advisory board, investment advisor or 
depositor of any registered investment company or principal 
underwiter for any registered open-end company, registered 
unit investment trust, or registered face-amount certificate 
company, if such person is, by reason of any misconduct, 
permanently or temporarily enjoined by order, judgment, or 
decree of any court of competent jurisdiction from engaging 
in or continuing any conduct or practice in connection with 
the purchase or sale of any security. 


Section 9(c) provides that upon application the Commission 
by order shall grant an exemption from the provisions of 
Section 9(a), either unconditionally or on an appropriate 
temporary or other conditional basis, if it is established that 
hte prohibitions of Section 9(a), as applied to such person, 
are unduly or disproportionately severe or that the conduct 
of such person has been such as not to make it against the 
public interest or protection of investors to grant such 
application. 


For the following reasons, the Applicant contends that the 
prohibitions of Section 9(a) of the Act, to the extent 
applicable by virtue of the entry of the Judgment, would be 
unduly and disproportionately severe as applied to it and its 
partners, officers, agents, servants, and employees, and that 
its conduct has been such as not to make it against the 
public interest of the protection of investors for the Commis- 
sion to grant a permanent exemption from the provisions of 
Section 9(a) of the Act: 


(i) the Consent Decree was entered with the consent 
of the Applicant for the purpos ?s of that action only, 
without admitting or denying t'ie material allegations 
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of the complaint and without consenting to the ad- 
judication of any wrongdoing or liability; 


(ii) at all times the Applicant acted in good faith and in 
the belief that its actions complied with all provisions 
of the federal securities laws; 


(iii) except for the action that resulted in the Consent 
Decree, the Applicant has never been the subject of an 
injunctive action initiated by the Commission and has 
never applied for an exemption from the provisions of 
Section 9(a) of the Act; 


(iv) the Applicant has undertaken to institute im- 
provements in its supervisory procedures in order to 
prevent a recurrence of the activities that lead to the 
violations alleged by the Commission in the complaint 
and to ensure that its employees are fully aware of its 
written policies and procedures and of their respon- 
sibilities; and 


(v) the continued and uninterrupted investment ad- 
visory and underwriting services rendered by the 
Applicant are important to the various persons and 
business entities to whom such services are rendered. 


The Commission has considered the matter and finds that: 


(1) the conduct of the Applicant has been such as not 
to make it against the public interest or protection of 
investors to grant the application for a temporary ex- 
emption from Section 9(a) pending determination of 
the application for a permanent exemption, and 


(2) in order to maintain uninterrupted investment ad- 
visory and underwriting services rendered by the 
Applicant, it is necessary and appropriate in the public 
interest and consistent with the protection of investors 
and the purposes fairly intended by the policy and 
provisions of the Act that the temporary order of ex- 
emption be issued forthwith. 


Accordingly, IT 1S ORDERED, pursuant to Section 9(c) of 
the Act that the Applicant, its partners, officers, agents, ser- 
vants, and employees be and they are hereby temporarily ex- 
empted from the provisions of Section 9(a) of the Act pend- 
ing determination by the Commission of the Applicant's 
application for an order exempting it from the provisions of 
Section 9(a). 


NOTICE IS FURTHER GIVEN that any interested person 
may not later than May 7, 1976, at 5:30 p.m., submit to the 
Commission in writing a request for a hearing on the matter 
accompanied by a statement as to the nature of his interest, 
the reason for such request, and the issues of fact or law 
proposed to be controverted, or he may request that he be 
notified if the Commission shall order a hearing thereon. Any 
such communication should be addressed: Secretary, 
Securities and Exchange Commission, Washington, D.C. 
20549. A copy of such request shall be served personally or 
by mail (air mail if the person being served is located more 
than 500 miles from the point of mailing) upon the Applicant 
care of Andre W. Brewster, Esq., Piper & Marbury, 2000 
First Maryland Building, 25 S. Charles Street, Baltimore, 
Maryland 21201. Proof of such service (by affidavit or, in the 
case of an attorney-at-law, by certificate) shall be filed con- 
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temporaneously with the request. At any time after said 
date, as provided in Rule 0-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
Application herein may be issued by the Commission upon 
the basis of the information stated in said application, unless 
an order for hearing upon said application shall be issued 
upon request or upon the Commission’s own motion. Per- 








sons who request a hearing or advice as to whether a hear- “«@ 
ing is ordered will receive notice of further developments in 
this matter, including the date of the hearing (if ordered) and 
any postponements thereof. 
By the Commission. 
George A. Fitzsimmons ¢@ 
Secretary 
4 ‘ 
¢@ 
INVESTMENT COMPANY ACT OF 1940 
Release No. 9247/April 14, 1976 
In the Matter of 
SCUDDER, STEVENS & CLARK COMMON STOCK z 
FUND, INC., et al. ©@ 
10 Post Office Square 
Boston, Massachusetts 02109 % 3 
FIDELITY FUND, INC., et al. 
35 Congress Street 
Boston, Massachusetts 02109 
‘e 
EATON & HOWARD BALANCED FUND, et al. 
24 Federal Street 
Boston, Massachusetts 02110 
THE GEORGE PUTNAM FUND OF BOSTON, et al. 
265 Franklin Street 
Boston, Massachusetts 02110 @ 
VANCE, SANDERS INCOME FUND, INC., et al. 
One Beacon Street 
Boston, Massachusetts 02109 
(812-3921) 
NOTICE OF FILING OF APPLICATION PURSUANT TO e 
SECTION 6(c) OF THE ACT FOR EXEMPTION FROM 
SECTION 2(a) (19) OF THE ACT 
NOTICE IS HEREBY GIVEN that Scudder Cash Investment 
Trust, Scudder Managed Reserves, Inc., Scudder, Stevens & 
Clark Balanced Fund, Inc., and Scudder, Stevens & Clark 
Common Stock Fund, Inc. (the “Scudder Funds”); Fidelity e 


Fund, Inc., Puritan Fund, Inc., Fidelity Capital Fund, Inc., 
Fidelity Trend Fund, Inc., Salem Fund, Inc., Fidelity Equity- 
Income Fund, Inc., Contrafund, Inc., Congress Street Fund, 
Inc., Essex Fund, Inc., Magellan Fund, Inc., Fidelity Destiny 
Fund, Inc., and Fidelity Bond-Debenture Fund, Inc. (the 
“Fidelity Funds’); Eaton & Howard Balanced Fund, Eaton & 
Howard Growth Fund, Inc., Eaton & Howard Income Fund, 
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Eaton & Howard Special Fund, Inc., and Eaton & Howard 
Stock Fund (the ‘Eaton & Howard Funds’); The George Put- 
nam Fund of Boston, The Putnam Growth Fund, Putnam 
Investors Fund, Inc., The Putnam Income Fund, Inc., Putnam 
Convertible Fund, Inc., Putnam Equities Fund, Inc., Putnam 
Vista Fund, Inc., Putnam Voyager Fund, Inc., Putnam 
Mariner Fund, Inc., Putnam Daily Dividend Trust, and Put- 
nam Duofund, Inc. (the “Putnam Funds”); and Diversifica- 
tion Fund, Inc., The Exchange Fund of Boston, Inc., 
Depositors Fund of Boston, Inc., Capital Exchange Fund, Inc., 
Fiduciary Exchange Fund, Inc., Second Fiduciary Exchange 
Fund, Inc., Leverage Fund of Boston, Inc., Vance, Sanders 
Special Fund, Inc., Vance, Sanders Common Stock Fund, 
Inc., Vance, Sanders Investors Fund, Inc., and Vance, 
Sanders Income Fund, Inc. (the “Vance Sanders Funds’’) (all 
of the above funds are referred to herein collectively as the 
Funds’), each of which is registered as an investment com- 
pany (except for Putnam Daily Dividend Trust, which has 
applied for such registration) under the Investment Company 
Act of 1940 (the ‘‘Act’’), filed an application on March 1, 
1976 pursuant to Section 6(c) of the Act for an order declar- 
ing that Mrs. Hester L. Sargent and Messrs. Dwight L. 
Allison, Jr., F. Stanton Deland, Hans H. Estin, Donald J. 
Hurley and William F. Morton, directors, trustees, and/or 
nominees as directors or trustees, of one or more of the 
Funds, shall not be deemed “interested persons’ of the 
Funds or their investment advisers or principal underwriters 
within the meaning of Section 2(a) (19) of the Act by reason 
of their positions with The Boston Company, Inc. and/or 
Boston Safe Deposit and Trust Company (Boston Safe’’). 
All interested persons are referred to the application on file 
with the Commission for a statement of the representations 
made therein, which are summarized below. 


Mrs Sargent is a director or trustee of each of the Scudder 
Funds; Mr. Allison is a director of eight of the Fidelity Funds, 
and it is contemplated that he will be nominated as a direc- 
tor at the stockholders’ meetings to be held in the next few 
months for the other four Fidelity Funds; Mr. Deland is a 
director or trustee of each of the Eaton & Howard Funds; 
Messrs. Estin and Hurley are directors or trustees of each of 
the Putnam Funds, except that Mr. Estin is not a director of 
Putnam Duofund, Inc.; and Mr. Morton is a director or 
trustee of each of the Vance Sanders Funds. 


The application states that the Boards of Directors or 
Trustees of all of the Funds referred to above do not want to 
increase the number of directors or trustees who are 
“interested persons” of the Funds under the Act. None of 
the persons referred to above are interested persons at this 
time of any of the Funds which they serve as directors or 
trustees. 


However, The Boston Company Financial Strategies, Inc. 
(“TBCFSI"), a wholly-owned subsidiary of The Boston Com- 
pany, Inc., proposes to form a subsidiary (the “New Sub- 
sidiary”) which plans to register with the Securities and Ex- 
change Commission as a broker-dealer under the Securities 
Exchange Act of 1934 (the “1934 Act’). Sections 2(a) (19) 
(A) (v) and (B) (v) define an “interested person” of an invest- 
ment company and of an investment adviser of or principal 
underwriter for any investment company to include any 
broker or dealer registered under the 1934 Act or any af- 
filiated person of such broker or dealer. Section 2(a) (3) of 
the Act includes in the definition of an ‘affiliated person” 
any person directly or indirectly controlling, controlled by or 


under common control with such other person. Mr. Allison, 
by reason of his position as a director and Chairman of the 
Executive Committee of The Boston Company, Inc., and 
Messrs. Hurley and Morton, by reason of their positions as 
directors of The Boston Company, Inc., might be considered 
for the purposes of Sections 2(a) (19) (A) (v) and (B) (v) to 
indirectly control, and therefore be “affiliated persons” of, 
the New Subsidiary, and thus interested persons of the 
Fidelity Funds, the Putnam Funds, and the Vance Sanders 
Funds, respectively, and their respective investment advisers 
and principal underwriters. 


Mrs. Sargent and Messrs. Allison, Deland, Estin, Hurley, and 
Morton are all directors of the Boston Safe, more than 99% 
of whose stock is owned by The Boston Company, Inc. The 
application states that while there is a statutory presumption 
in Section 2(a) (9) of the Act that a natural person is not a 
controlled person, that presumption may be rebutted by 
evidence and a contrary determination made by Commission 
order, and a director of one subsidiary may be determined to 
be under common control with another subsidiary. The 
application further states that under such an interpretation, 
Mrs. Sargent and Messrs. Allison, Deland, Estin, Hurley and 
Morton could be determined to be interested persons of the 
Scudder, Fidelity, Eaton & Howard, Putnam, and Vance 
Sanders Funds, respectively, and their respective investment 
advisers and principal underwriters. The application also 
states that while the Funds do not necessarily agree with 
such an interpretation, the Funds have deemed it advisable 
to clarify the status of those directors of Boston Safe by 
applying for exercise of the Commission’s exemptive 
authority under Section 6(c) of the Act. 


The Funds believe that the relationship of their directors and 
trustees named herein with The Boston Company, Inc., 
Boston Safe, TBCFSI, and the New Subsidiary will not im- 
pair their independence in acting on behalf of the Funds and 
their shareholders. 


The Boston Company, Inc. is a holding company whose sub- 
sidiaries are engaged in providing resources management 
services. Boston Safe is a long-established trust company 
engaged primarily in investment management and other 
trust company, fiduciary and related banking services. 
TBCFSI currently provides financial planning and asset 
management services for wealthy individuals and families 
and is registered under the Investment Advisers Act of 
1940. The New Subsidiary’s business will relate primarily to 
the structuring and placement or sale of oil and gas 
programs and other investment programs and ventures. 


The application states that because of the special nature of 
the type of investments which the New Subsidiary will be in- 
volved with, most of the Funds, if not all of them, could not 
legally purchase or sell such investments from or through 
the New Subsidiary because of investment restrictions, and 
none of the Funds currently intends to make any such in- 
vestments. Moreover, each of the Funds has undertaken in 
the application not to transact any business with the New 
Subsidiary. 


Mrs. Sargent's principal occupation is President of the Board 
of Governors of New England Medical Center Hospital. In 
addition, she is a Trustee of Tufts University and Boston 
Symphony Orchestra. 


Mr. Allison’s principal occupation is Chairman of the Ex- 
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ecutive Committees of The Boston Company, Inc. and 
Boston Safe. In addition to serving as a director and/or of- 
ficer of numerous of The Boston Company's subsidiaries, but 
not including TBCFSI, he is also a director of Dennison 
Manufacturing Company. 


Mr. Deland is a partner in the law firm of Sherburne, Powers 
& Needham. He also serves as President of Affiliated 
Hospitals Center, Inc., President of New England Peabody 
Home for Crippled Children, Trustee of Wentworth Institute, 
Director of Brookline Trust Company, Harvard Medical 
Center Corporation and several small companies. 


Mr. Estin is Vice Chairman, North American Management 
Corporation. In addition, he is a director of Allied Foods, Inc., 
Massachusetts General Life Insurance Company, and 
Yellowknife Bear Mines, Ltd., Chairman of the Board of 
Trustees of Boston University, Member, Trustee Council of 
Boston University Medical Center, and Trustee, Children’s 
Hospital Medical Center. 


Mr. Hurley is a partner in the law firm of Goodwin, Procter & 
Hoar. He serves as a director of The Stop & Shop Com- 
panies, Inc., The Continental Corporation, and Boston Old 
Colony Insurance Company, as well as Trustee and Member 
of the Board of Investment of Charlestown Savings Bank 
and President of the Committee of the Permanent Charity 
Fund, Inc., Boston. 


Mr. Morton is a director of various corporations, including 
Dome Petroleum Limited, in addition to The Boston Com- 
pany, Inc. and Boston Safe. 


Mrs. Sargent and Messrs. Allison, Deland, Estin, Hurley, and 
Morton will not be directors or officers of the New Sub- 
sidiary and therefore will have no authority or responsibility 
for management of the operations of the New Subsidiary. It 
is further submitted that the formation and existence of the 
New Subsidiary will not create any conflicts of interest for 
any of those individuals, since even if they were actively in- 
volved with the New Subsidiary, the Funds would not in the 
normal course and, as indicated in the application, have 
agreed not to in any event, purchase or sell securities 
through the New Subsidiary. 


Each of the Funds believes that their respective directors 
and trustees referred to herein are persons of recognized in- 
tegrity, judgment, independence, and competence in the in- 
vestment company industry. Each of the Funds is also of the 
Opinion that their respective directors and trustees are in fact 
disinterested directors and trustees and that it is in the best 
interests of each such Fund that they be permitted to con- 
tinue to serve as disinterested directors and trustees after 
the formation of the New Subsidiary. 


Section 6(c) of the Act provides that the Commission, by 
order upon application, may conditionally or unconditionally 
exempt any person or transaction from any provision of the 
Act or of any rule or regulation thereunder, if and to the ex- 
tent that such exemption is necessary or appropriate in the 
public interest and consistent with the protection of in- 
vestors and the purposes fairly intended by the policy and 
provisions of the Act. 


NOTICE IS FURTHER GIVEN, that any interested person 
may, not later than May 7, 1976, at 5:30 p.m., submit to the 
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Commission in writing a request for a hearing on the matter 
accompanied by a statement as to the nature of his interest, 
the reason for such request, and the issues, if any, of fact or 
law proposed to be controverted, or he may request that he 
be notified if the Commission shall order a hearing thereon. 
Any such communication should be addressed: Secretary, 
Securities and Exchange Commission, Washington, D.C. 
20549. A copy of such request shall be served personally or 
by mail (air mail if the person being served is located more 
than 500 miles from the point of mailing) upon the Funds at 
the addresses stated above. Proof of such service (by af- 
fidavit, or in the case of an attorney-at-law, by certificate) 
shall be filed contemporaneously with the request. As 
provided by Rule O-5 of the Rules and Regulations 
promulgated under the Act, an order disposing of the 
application will be issued as of course following said date, 
unless the Commission thereafter orders a hearing upon re- 
quest or upon the Commission's own motion. Persons who 
request a hearing, or advice as to whether a hearing is 
ordered, will receive any notices and orders issued in this 
matter, including the date of the hearing (if ordered) and any 
postponements thereof. 


For the Commission, by the Division of Investment Manage- 
ment, pursuant to delegated authority. 


George A. Fitzsimmons 
Secretary 
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INVESTMENT ADVISERS ACT OF 1940 
Release No. 509/April 12, 1976 


Admin. Proc. File No. 
In the Matter of 


R.D.P. INVESTMENTS, Ltd. 
327 South LaSalle Street 
Chicago, Illinois 


RICHARD D. PETERSON 
359 San Miguel Drive 

Suite 201 

Newport Beach, Calif. 92660 


DONALD C. PETERSON 
179 West Dulles Road 
Des Plaines, Illinois 60016 


ORDER IMPOSING REMEDIAL SANCTIONS 


In these investment adviser proceedings under the Invest- 
ment Advisers Act of 1940, R.D.P. Investments, Ltd. 
(“registrant”), a registered investment adviser, Richard D. 
Peterson (’R. Peterson’), board chairman of registrant, and 
Donald C. Peterson ("D. Peterson’), president of registrant, 
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without admitting or denying the allegations in the Com- 
mission's Order for Proceedings have submitted offers of 
settlement which the Commission has determined to accept. 


On the basis of the Order for Proceedings and the Offers of 
Settlement, it is found that registrant wilfully violated and R. 
Peterson and D. Peterson wilfully aided and abetted 
violations of Sections 206(1), 206(2), 206(4), and 204 of 
the Investment Advisers Act of 1940 and Rules 206(4)- 
(1)(a)(5), 204-(2)(a)(2) and 204-1(b) thereunder, and that it 
is in the public interest to impose the sanctions specified in 
the Offers of Settlement.' 


Accordingly, IT |S ORDERED that effective at the opening of 
business on the second Monday after the date of this Order: 


1. Registrant is censured and barred from managing 
and supervising securities accounts for clients with the 
right to reapply to the Commission to manage and 
supervise securities accounts for clients after a period 
of 3 years from the date of the order. Registrant also 
shall make an appropriate pro rata refund to clients for 
whom it presently manages securities accounts of the 
fees Registrant received for managing these accounts 
and shall submit an affidavit to the staff that shall 
attest that these refunds have been made. 


2. Richard D. Peterson is barred from managing and 
supervising securities accounts for clients and from 
having any financial interest or any position as partner, 
director or officer in any broker-dealer or investment 
adviser which manages or supervises securities ac- 
counts for clients, with the right to reapply to the 
Commission to manage and supervise securities ac- 
counts for clients after a period of 3 years from the 
date of the order. 


3.Donald C. Peterson is suspended from being 
associated with any registered investment adviser for 
a period of 30 days. 


For the Commission by its Secretary pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 





' The findings herein are not binding on any other respon- 
dent named in these proceedings. 





INVESTMENT ADVISERS ACT OF 1940 
Release No. 510/April 12, 1976 


Administrative Proceeding File No. 3-4998 
In the Matter of 

BERNARD G. Greer 

d/b/a Greer & Company 


301-1800 Westlake Avenue North 
Seattle, Washington 98109 


ORDER INSTITUTING PROCEEDINGS AND IMPOSING 
REMEDIAL SANCTIONS 


In connection with a proposed administrative proceeding, 
Bernard G. Greer d/b/a Greer & Company, a registered in- 
vestment adviser, has submitted an offer of settlement 
which the Commission has determined to accept. Solely for 
the purpose of this proceeding and without admitting or 
denying the findings herein, respondent consents to the fin- 
dings and sanctions set forth below. 


Accordingly, IT 1S ORDERED that a proceeding pursuant to 
Section 203(e) and 203(f) of the Investment Advisers Act of 
1940 be, and hereby is, instituted. 


On the basis of the order for proceedings and the offer of 
settlement, it is found that Bernard G. Greer wilfully violated 
Sections 5(a), 5(c) and 17(a) of the Securities Act of 1933 
and Section 10(b) of the Securities Exchange Act of 1934 
and Rule 10b-5 thereunder. 


In view of the foregoing and Greer’s announced intention to 
withdraw his registration with the Commission as an invest- 
ment adviser, it is in the public interest to impose the sanc- 
tions specified in the offer of settlement. 


Accordingly, IT 1S ORDERED that Bernard G. Greer be, and 
hereby is, suspended from association with any broker or 
dealer, investment adviser, or investment company for a 
period of two months, followed by suspension for a period of 
ten months from such association except as a non- 
supervisory employee under supervision deemed adequate 
by the Commission's Seattle Regional Office. 


For the Commission by its Secretary pursuant to delegated 
authority. 


George A. Fitzsimmons 
Secretary 
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LITIGATION RELEASE NO. 7347/April 12, 1976 
S.E.C. v. Arnold Nelson, et al., 75 Civ. 2147, E.D.N.Y. 


The Commission announced today that on April 12, 1976, 
Judge Henry Bramwell, United States District Court Judge 
for the Eastern District of New York, entered a judgment, by 
consent, permanently enjoining defendants Arnold Nelson 
(“Nelson”), also known as Arnold Mahler, Clyde Mash 
(“Mash”) and |.T.S. Industries Ltd. (I.T.S.") from violating 
Sections 5(a) and 5(c) of the Securities Act of 1933 
(“Securities Act’); permanently enjoining defendants 
Nelson, Mash, 1.T.S., Charles Ewing (‘Ewing’), Manuel 
Kaplan (“Kaplan”) and Richard Worth (‘Worth’) from 
violating Section 17(a) of the Securities Act and Section 
10(b) of the Securities Exchange Act of 1934 ("Exchange 
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Act’), as amended, and Rule 10b-5 thereunder, and per- 
manently enjoining Nelson and I.T.S. from violating Section 
10(b) of the Exchange Act, as amended, and Rule 10b-6 
thereunder, with respect to the offer, purchase or sale of 
1.T.S. or any other securities. 


The Commission's complaint alleged that Nelson gained 
control of a virtual shell corporation which was emerging 
from a Chapter XI reorganization and thereafter Nelson, 
1.T.S., Mash, Ewing and Worth engaged in the unregistered 
and fraudulent public offer and sale of |.T.S. stock in ex- 
change for the assets and stock of various companies and 
individuals. The complaint also alleged that Nelson caused 
1.T.S. to prepare and distribute through 1|.T.S., Mash, Ewing 
and Worth false and misleading information concerning 
|.T.S’s operations, assets and financial condition to induce 
persons to exchange their assets for |.T.S. stock. The prin- 
cipal false and misleading informational brochure distributed 
to public investors by !.T.S. was a Report to Stockholders, 
dated May 31, 1974 which was prepared by Nelson. To 
assist the fraudulent exchange of |.T.S. stock for assets, the 
Commission alleged that Nelson and Kaplan, with others, 
manipulated the price of I.T.S. stock from $.50 in November 
1973 to $8 in August 1974. 


In addition to the above relief, as to Nelson, the Judgment of 
Permanent Injunction requires him to file a report with the 
Commission identifying his ownership or control of 
securities in certain enumerated corporations and their 
successors, for which he apparently acted as a finder or 
merger broker, and, thereafter, for five years, to file quarterly 
reports with the Commission identifying any changes in his 
ownership of those enumerated companies. Additionally, 
Nelson must, in such quarterly reports, disclose transactions 
in any securities acquired by him as consideration for ser- 
vices performed as a merger broker, merger consultant or 
corporate finder for any company whose securities were the 
subject of a public offering and disclose transactions in any 
securities acquired by him in any company whose securities 
are publicly traded or whose securities have been the sub- 
ject of a public offering, as to which companies Nelson owns 
or controls, as to each company, at least 5 percent of such 
securities or $100,000 in market value of such securities. 


The Judgment also prohibits Nelson from 1) effecting alone 
or with any other persons, for the purpose of inducing the 
purchase or sale of any security by others, a series of tran- 
sactions in any security, including |.T.S., whether listed or 
not listed on a national securities exchange, which creates 
actua! or apparent active trading in such security, or which 
raises or depresses the price of such security; and 2) serving 
as an officer or director of any company whose securities are 
publicly traded or whose securities have been the subject of 
a public offering, except that Nelson may nominate directors 
to such companies to effect a merger after which the direc- 
tor must resign, and may, thereafter, after one year from the 
entry of the judgment appoint one director to such a cor- 
poration if the board has at least four directors and Nelson 
owns more than 5 percent of $100,000 worth of the com- 
pany’s securities, provided that Nelson must report such 
nomination to the Commission. In addition, Nelson has 
agreed, for a 180 day period, to appoint an agent for service 
in the Southern and Eastern Districts of New York and state 
courts in those jurisdictions, and has agreed not to contest 
jurisdiction, so that certain persons who exchanged assets 
for |.T.S. stock and other consideration may seek appropriate 
relief. 
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All the defendants consented to the entry of the Judgments 
of Permanent Injunction without admitting or denying the 
allegations of the complaint. 





LITIGATION RELEASE NO. 7348/April 12, 1976 


SEC v. COMMONWEALTH CHEMICAL SECURITIES, INC., 
et al., 74 Civil 1984 (LFM) 


William D. Moran, Regional Administrator of the New York 
Regional Office of the Securities and Exchange Commission, 
announced that on March 30, 1976, following a four day 
plenary trail, the Honorable Lloyd F. MacMahon of the 
United States District Court for the Southern District of New 
York issued an opinion permanently enjoining the followings 
defendants from further violations of the federal securities 
laws: Commonwealth Chemical Securities, Inc. (‘Com- 
monwealth’’), a New York City broker-dealer no longer in ex- 
istence; DK&B Management, Inc. (“DK&B"), an inactive 
New York City registered investment adviser; Robert C. 
Drucker (‘‘Drucker’’) of Englewood Cliffs, New Jersey, vice- 
president and a director of Commonwealth and president 
and a director of DK&B; Julius Kleinman (‘Kleinman’) of 
New York City, president, treasurer, and chairman of the 
board of directors of Commonwealth and vice-president, 
secretary, and a director of DK&B; Mary C. Sharpe 
(“Sharpe”) of New York City, Commonwealth's bookkeeper; 
Zoitan Guttman, a/k/a Lou Goodman (‘Guttman’) of 
Brooklyn, New York, Commonwealth's cashier; and Marlane 
Kleinman, a/k/a Marcia Klein (“M. Kleinman’) Kleinman’s 
wife and a stockholder of Beneficial Labs, Inc. (" Beneficial’), 
the issuer whose securities were the subject of the defen- 
dants’ violative activities. 


The Commission's complaint, filed on May 8, 1974, essen- 
tially charged the defendants with fraud in connection with a 
public offering of units of Beneficial’s securities in that the 
defendants falsely represented that the required minimum 
number of units was sold prior to the closing of offering. 
Defendants Commonwealth, Drucker, Kleinman, Sharpe, 
and Guttman were alleged to have camouflaged this by 
placing several thousand units in nominee accounts. In addi- 
tion, the complaint alleged that all defendants participated in 
a fraudulent scheme to raise the price of Beneficial’s 
securities artificially by manipulating trading after the 
fraudulent closing, principally by using nominee accounts, by 
prearranged “swap” transactions with other broker-dealers, 
and by “dumping” at inflated prices large blocks of units 
upon two mutual funds of which Drucker and Kleinman 
were principals. 


The Court in its findings of fact and conclusions of law held 
that Commonwealth, Drucker, and Kleinman violated Sec- 
tion 17(a) of the Securities Act, Sections 10(b), 15(c)(2), 
and 17(a) of the Exchange Act and Rules 10b-5, 10b-6, 
15c2-4, and 17a-3 thereunder, Sections 17(a), 36(a), 37, 
and 48(a) of the Investment Company Act. In addition, the 
Court found that Drucker and Kleinman violated Sections 
206(1) and 206(2) of the Investment Advisers Act. DK&B 
was found to have violated the anti-fraud provisions (Section 
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17(a) of the Securities Act, Section 10(b) of the Exchange 
Act and Rule 10b-5 thereunder) and the same sections of 
the Investment Company and Advisers Acts as Drucker and 
Kleinman. Furthermore, Sharpe, Guttman, and M. Kleinman 
were found to have violated the anti-fraud provisions, with 
Sharpe and Guttman also in violations of the bookkeeping 
provisions (Section 17(a) of the Exchange Act and Rule 17a- 
3 thereunder). 


The Court also granted the Commission's request for an- 
cillary relief in the form of a disgorgement of profits by each 
defendant. An escrow agent will be appointed by the Court 
to receive the defendant's payments of such profits and dis- 
tribute them to members of the public who invested in 
Beneficial securities during a specified time period. 


Orders of permanent injunction by consent had previously 
been entered by Judge MacMahon against Gerald Wolff 
(December 3, 1974), Van Nuys, California; Michael Rekoon 
(December 18, 1974), Clark, New Jersey; Vincent Caccese, 
Jr. (March 21, 1975), Staten Island, New York; Darold 
Myles Shirwo (May 2, 1975) and Cabot-Shaw, Inc. (May 8, 
1975), both of Beverly Hills, California; John Feldman (May 
23, 1975), Oceanside, New York; and Beneficial Labs, Inc. 
(May 23, 1975), New York City, enjoining them from 
violating the registration and anti-fraud provisions of the 
securities laws. Additionally, the action was dismissed with 
prejudice as against Dorothy Drucker, Drucker’s wife, on 
June 18, 1975 upon the filing of a Stipulated Undertaking 
and Order in which she agreed not to violate various of the 
Commission's anti-fraud provisions. 


For further information, see Litigation Release No. 6372 
(May 20, 1974). 





LITIGATION RELEASE NO. 7349/April 12, 1976 


United States v. James E. Corr, Ill, et al., 75 Crim 803 
(S.D.N.Y.) 


William D. Moran, Administrator of the New York Regional 
Office of the Securities and Exchange Commission, and 
Robert B. Fiske, Jr., United States Attorney for the Southern 
District of New York, announced that on January 16, 1976, 
after a six week trial, James E. Corr, Ill was found guilty on 
39 counts of an indictment charging him with (1) conspiracy 
to violate the federal securities laws, (2) substantive 
violations of the anti-fraud provisions of the federal 
securities laws, and (3) mail fraud, in connection with tran- 
sactions in the securities of Jerome Mackey’s Judo, Inc. Corr 
was also charged with (a) filing a false bank loan application, 
(b) perjury before the Grand Jury, and (c) making false 
statements to the Securities and Exchange Commission. In 
addition, Roger Drayer was convicted of mail fraud and 
securities fraud. The jury could not reach a verdict with 
respect to Barry Drayer. 


Prior to the commencement of the trial, five other defen- 
dants entered guilty pleas, as follows: R. Bruce Buschbaum, 
Barry Chajet, and Allan Kern each entered guilty pleas to the 


conspiracy charge; Richard Sobel and William Murphy each 
entered guilty pleas to one count of securities fraud. 


On March 5, 1976 the defendants were sentenced by the 
Honorable Edward Weinfeld, as follows: 


James E. Corr, Ill 2 1/2 years imprisonment 


and $10,000 fine. 
Roger Drayer 4 months imprisonment and 
2 years probation. 
R. Bruce Buschbaum 6 months imprisonment and 
2 years probation. 
Barry Chajet 4 months imprisonment and 
2 years probation. 
Allan Kern 3 months imprisonment and 
2 years probation. 
Richard Sobel 3 months imprisonment and 
2 years probation. 
William Murphy Suspended sentence and 
2 years probation. 


For further information see Litigation Release Nos. 6794, 
7025, 7066, 7124 and 7197. 





LITIGATION RELEASE NO. 7350/April 12, 1976 


SEC v. lannelli (S.D.N.Y.) 
76 Crim. Misc. #1, Page 3 


William D. Moran, Administrator of the New York Regional 
Office of the Securities and Exchange Commission an- 
nounced that on March 31, 1976, after an eight day jury 
trial, Ralph T. lannelli (“lannelli’’) of New York, New York, 
was found guilty of criminal contempt of a final judgment of 
permanent injunction previously entered against him 
lannelli had been permanently enjoined from further 
violations of the anti-fraud provisions of the federal 
securities laws in August of 1974 in connection with the 
manipulation of the price of Omni-Rx Health Systems, Inc. 
securities. On January 12, 1976 the Commission instituted 
criminal contempt proceedings against lannelli alleging that 
he had violated the previous Court order by manipulating the 
market in the common stock of TransJersey Bancorp. 
(‘TransJersey’’). 


Specifically, lannelli was charged with manipulating the 
price of TransJersey stock from $13 per share to $27 per 
share during the period from July to November of 1975. In 
addition, he was charged with receiving rebates on his 
purchases in connection with the manipulative activity. 
Finally, lannelli was also charged with placing orders for the 
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purchase of TransJersey securities at a time when he had 
reason to believe that no payment would be made for such 
purchases. 


Sentencing has been scheduled for May 4, 1976. For further 
information see Litigation Release No. 7220. 





LITIGATION RELEASE NO. 7351/April 12, 1976 


SEC v. MASTER DRILLERS, INC. ET AL. 
(N. D. Tex) 


Richard M. Hewitt, Administrator of the Fort Worth Regional 
Office of the Securities and Exchange Commission, today 
announced that on February 9, 1976, federal district judge 
Robert W. Porter, at Dallas, Texas, entered an order of per- 
manent injunction by consent enjoining Geophysical 
Sciences Corporation from further violations of the anti- 
fraud provisions of the federal securities laws. In addition, on 
March 11, 1976, Judge Porter entered orders of permanent 
injunction by consent enjoining Oil & Gas Energy, Inc. (now 
operating as Graford Oil & Gas, Inc.) from further violations 
of the registration provisions of the federal securities laws, 
and Maurice C. Hooker, its president, from further violations 
of the registration and antifraud provisions of the federal 
securities laws. Geophysical Sciences Corporation, Oil & 
Gas Energy, Inc. and Maurice C. Hooker, all of Dallas, all 
consented to the entry of the permanent injunctions without 
admitting or denying the allegations contained in the Com- 
mission's complaint. 


The Commission's complaint, filed February 5, 1975, charg- 
ed Geophysical Sciences Corporation with violations of the 
antifraud provisions of the federal. securities laws in connec- 
tion with the sale of its common stock. Oil & Gas Energy, 
Inc. and Hooker were charged with violations of the registra- 
tion provisions of the federal securities laws in connection 
with the offer and sale of fractional undivided working in- 
terests in oil and gas leases issued by Oil & Gas Energy, Inc. 
In addition, Hooker was charged with violations of the 
registration and antifraud provisions of the federal securities 
laws in connection with the offer and sale of fractional un- 
divided working interests in oil and gas leases issued by 
Standard Energy Corporation and Transland Energy Cor- 
poration. 


For further information see Litigation Releases No. 7204 
and No. 7275. 





LITIGATION RELEASE NO. 7352/April 12, 1976 
SEC v. ASCOT OILS, INC. et al. (W.D. La.) 


Richard M. Hewitt, Administrator of the Fort Worth Regional 
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Office of the Securities and Exchange Commission, today 
announced that on April 1, 1976, federal district Judge Tom 
Stagg, at Shreveport, Louisiana, entered Orders of Perma- 
nent Injunction against Belmont Oil Company of Houston, 
Texas, Laurel Oil and Gas Company f/k/a Laurel Energy 
Company of Tulsa, Oklahoma, Thomas S. Parkman, Robert 
G. Ralston, and George A. Gray, all of New Orleans, 
Louisiana. On April 2, 1976, Judge Stagg entered an Order 
of Preliminary Injunction against William L. Franklin of 
Shreveport, Louisiana, after a hearing on March 29, 1976. 


Belmont Oil Company, Laurel Oil and Gas Company, 
Parkman, Ralston, and Gray consented to the Orders of Per- 
manent Injunction without admitting or denying the 
allegations in the Commission's complaint which was filed 
on February 27, 1976. 


Belmont Oil Company, Laurel Oil and Gas Company, 
Franklin, Parkman, Ralston, and Gray were enjoined from 
further violations of the registration and antifraud provisions 
of the federal securities laws in connection with the offer 
and sale of fractional undivided working interests in oil and 
gas leases issued by Ascot Oils, Inc., Atlanta Drilling Com- 
pany, Belmont Oil Company, and Laurel Oil and Gas Com- 
pany. The complaint alleged that the defendants used high 
pressure long distance, boiler-room sales methods which 
contained numerous false and misleading representations 
and omissions of material facts, all in violation of registration 
and antifraud provisions of the federal securities laws. 


For further information see Litigation Releases Nos. 7302, 
7315 and 7339. 





LITIGATION RELEASE NO. 7353/April 12, 1976 


U. S. v. PETER DALE KAUSS AND R. S. EMERSON & CO., 
INC. 
(District of Guam, Criminal Action No. 75-012) 


Gerald E. Boltz, Administrator of the Los Angeles Regional 
Office, announced that on March 25, 1976, Peter Dale 
Kauss entered a plea of nolo contendere to three counts of 
an indictment originally returned against him and R. S. 
Emerson & Co., Inc. on May 8, 1975, in the federal court for 
the District of Guam. The three counts to which Kauss 
entered his plea respectively charged the defendants with 
offering and selling securities in violation of the antifraud 
provisions set forth in Section 17(a) of the Securities Act of 
1933, engaging in a scheme to defraud in violation of the 
mail fraud statute (18 U.S.C. 81341), and filing a false report 
on Form X17a-5 under the Securities Exchange Act of 1934 
in violation of the false filing prohibition statute (18 U.S.C. 
81001). The indictment alleged in substance that Kauss 
violated those statutory provisions in connection with his 
operation of R. S. Emerson & Co., Inc., a registered broker- 
dealer in securities, at a time when it was financially in- 
capable of performing its duties and obligations to its 
customers. The remaining counts of the indictment naming 
defendant Kauss were dismissed as were all charges against 
the corporate defendant which is now believed to be defunct 
and inoperative. 
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Following receipt of the plea, the Honorable Cristobal C. 
Duenas, United States District Judge, entered judgment and 
sentenced the defendant Kauss to serve three years im- 
prisonment on each of the three counts with the sentences 
on each count to run concurrently. 


For further information, see Litigation Release No. 6894. 





LITIGATION RELEASE NO. 7354/April 12, 1976 
U.S. v. JOHN K. GIBBS (USDC, Colo., 75-1568) 


James L. Treece, United States Attorney for the District of 
Colorado and Robert H. Davenport, Administrator of the 
Denver Regional Office of the Securities and Exchange 
Commission announced that on April 2, 1976 the Court of 
Appeals for the 10th Circuit affirmed the conviction of John 
K. Gibbs on three counts of criminal contempt in connection 
with the offer and sale of securities, i.e., investment con- 
tracts of Youth Hostels, Inc. Gibbs had previously been per- 
manently enjoined on November 6, 1973 in the District of 
Colorado from violating the registration and antifraud 
provisions of the federal securities laws. 





LITIGATION RELEASE NO. 7355/April 13, 1976 


SECURITIES AND EXCHANGE COMMISSION vy. 
LOCKHEED AIRCRAFT CORPORATION, et. al. (Civil Action 
No. 76- F 

United States District Court for the District of Columbia) 


The Securities and Exchange Commission today announced 
the filing of a complaint and the entry, by consent, of final 
judgments of permanent injunction by the Honorable John 
H. Pratt of the United States District Court for the District of 
Columbia against Lockheed Aircraft Corporation; Daniel J. 
Haughton, its former Chairman of the Board; and Carl 
Kotchian, its former President. The defendants consented to 
the entry of these judgments without admitting or denying 
the allegations in the Commission’s complaint. 


The complaint alleges violations of the antifraud, reporting 
and proxy solicitation provisions of the Securities Exchange 
Act of 1934. The Commission charged that from at least 
1968 until at least September of 1975, the defendants and 
others made secret payments totaling at least $25 million to 
foreign government officials to aid Lockheed in procuring 
and maintaining business abroad. These funds were not ex- 
pended for the purposes indicated on the books and records 
of Lockheed. In addition, the complaint alleged that from at 
least 1970, the defendants paid in excess of $200 million to 
various consultants, commission agents and others. In many 
cases these payments were made without adequate records 
and controls sufficient to insure that such transfers and dis- 


bursements were actually made for the purposes indicated. 
A portion of these funds was used for payments to certain 
foreign government officials. 


The complaint further alleged, among other things, that from 
at least June of 1968 to at least June of 1975, the defen- 
dants created and maintained a secret corporate fund not 
recorded on the books and records of Lockheed. As a result, 
at least $750,000 of corporate funds was not expended for 
the purposes indicated on the books and records of 
Lockheed. A portion of these funds was used for payments 
to certain foreign government officials. 


The final judgments of permanent injunction enjoin the 
defendants from further violations of Sections 10(b) (anti- 
fraud), 13(a) (reporting) and 14(a) (proxy solicitation) of the 
Securities Exchange Act and Rules thereunder. The defen- 
dants also are enjoined from making false entries on cor- 
porate books and records and from maintaining any secret or 
unrecorded fund of corporate monies or other assets. The 
orders entered against the individual defendants enjoin them 
from such practices with respect to Lockheed or any other 
company. 


As part of Lockheed’s consent and undertaking filed in con- 
nection with this action, Lockheed is required within 30 days 
of the entry of the final judgment of permanent injunction to 
create an independent Special Committee, satisfactory to 
the Commission, that is composed of non-management 
Lockheed directors and/or persons unaffiliated with 
Lockheed. This Committee shall retain a Special Counsel, 
also satisfactory to the Commission, to conduct an extensive 
investigation into the matters alleged in the complaint as 
well as other matters, including any unlawful domestic use 
of corporate funds. At the conclusion of that investigation 
the Committee is required to submit the full report of its in- 
vestigation with Lockheed’s Board of Directors, the Court 
and the Commission. Lockheed can, with advance notice 
and opportunity for objection by the Commission, seek a 
protective order concerning the public release of portions of 
the report that its Board of Directors deems harmful to the 
interests of the corporation and its shareholders and not 
material under the federal securities laws. Absent such a 
protective order, however, the entire report will be filed with 
the Commission as an exhibit to the company’s Form 8-K. 


Lockheed’s Board of Directors, acting only through those 
members found by the Special Committee not to be involved 
in the transactions and activities set forth in the Com- 
mission’s complaint, are required to review the report of the 
Special Committee and take all action it deems necessary 
and proper with respect to implementation of the findings 
and recommendations contained in the report. 


Lockheed has also represented that its Board of Directors 
has adopted, implemented and will maintain a Statement of 
Policies and Procedures regarding unlawful payments to 
government officials. This Statement is to be publicly filed 
with the Commission as will be any proposed changes in 
that Statement. 
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LITIGATION RELEASE NO. 7356/April 13, 1976 


SEC v. LIBERTY LOAN CORPORATION, ET AL. 
(E.D. Mo.) 


Richard M. Hewitt, Administrator of the Fort Worth Regional 
Office of the Securities and Exchange Commission, today 
announced that on April 7, 1976, Federal District Judge 
John F. Nangle, at St. Louis, Missouri, entered an Order of 
Permanent Injunction, enjoining Liberty Loan Corporation, a 
St. Louis based consumer finance company, and two wholly- 
owned subsidiaries, Oklahoma Morris Plan Company of 
Tulsa, Oklahoma, and The Morris Plan Company of Wichita, 
Kansas, from violations of the registration and antifraud 
provisions of the federal securities laws in connection with 
the offer and sale of thrift certificates and single amount cer- 
tificates issued by Oklahoma Morris Plan Company and The 
Morris Plan Company to investors in Oklahoma and Kansas. 


The Commission's Complaint, which was filed the same day, 
alleged that the Oklahoma Morris Plan Company and The 
Morris Plan Company had outstanding at December 31, 
1974, more than $25,000,000 in thrift accounts which are 
interest-bearing demand investments in passbook form, and 
in single amount certificates which are face-amount, 
interest-bearing obligations issued for a specific number of 
months. 


The Complaint also alleged that the defendants offered and 
sold such securities while omitting to state material informa- 
tion concerning the operations and financial condition of the 
parent company, Liberty Loan Corporation. 


The defendants consented to the entry of the permanent in- 
junction without admitting or denying the allegations con- 
tained in the Complaint. 





LITIGATION RELEASE NO. 7357/April 13, 1976 
U.S. v. SEYMOUR POLLACK, ET AL. (D. DC) 


Earl Silbert, United States Attorney for the District of Colum- 
bia, and Robert H. Davenport, Administrator of the Denver 
Regional Office of the Securities and Exchange Commission, 
announced today that on March 31, 1976, the United 
States Court of Appeals for the District of Columbia Circuit 
affirmed the convictions of Seymour Pollack, now a resident 
of New Jersey, but formerly a resident of the District of 
Columbia; Paul Sachs, formerly an attorney practicing law in 
the District of Columbia; and William Cudd, a resident of the 
Los Angeles, California area, of mail fraud, wire fraud and 
the sale of unregistered securities of Control Metals Cor- 
poration, a Utah corporation. 


For further information see Litigation Release Nos. 5951 
and 6183. 
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LITIGATION RELEASE NO. 7358/April 13, 1976 


SEC v. ALEX. BROWN & SONS, et al. 
(U.S.D.C., Md., Civil Action No. 76-555) 


Paul F. Leonard, Administrator of the Washington Regional 
Office, announced that on April 13, 1976 the Commission 
filed a complaint in the United States District Court for the 
District of Maryland in Baltimore seeking a permanent in- 
junction against Alex. Brown & Sons (Alex. Brown), a 
registered broker-dealer with its principal office located in 
Baltimore, Maryland, and Harry Adler (Adler) of Easton, 
Maryland. The complaint alleges violations of the market 
manipulation, anti-fraud and securities holding reporting 
provisions of the federal securities laws in connection with 
the offer, purchase and sale of the common stock of AVX 
Corporation and its predecessors (AVX stock). 


It is alleged that the defendants, through the facility of a 
national securities exchange, effected or caused to be 
effected a series of transactions in AVX stock creating actual 
and apparent active trading in said securities in order to 
maintain, dominate, control and manipulate the market price 
of AVX stock. It is further alleged that while the defendants 
were participating in a distribution of AVX stock, they bid for 
and purchased such securities and induced others to 
purchase prior to completing said distribution. 


The complaint further alleges that the defendants engaged 
in a fraudulent course of conduct in which they induced per- 
sons to purchase approximately 1.1 million shares of AVX 
stock, substantially all available AVX stock on the American 
Stock Exchange, at artifically raised and maintained prices. 
They utilized and encouraged the use of margin (leveraged) 
accounts to increase the buying power of customers. Defen- 
dants discouraged the sale of AVX stock by retail customers. 
Additionally, the complaint alleges that the defendants 
made untrue statements relating primarily to the quality and 
future prospects for AVX stock. The complaint alleges that 
the defendants omitted to state material facts, including, in- 
ter alia, that approximately 65% (more than 914,000 shares) 
of all outstanding AVX stock by 1974 was held by Adler, his 
family, customers of Alex. Brown and in margin accounts at 
Alex. Brown; that while Adler, his family and customers 
were purchasing and being solicited to purchase additional 
AVX stock, Alex. Brown was seeking to sell a large concen- 
tration of said stock; and that an investment in AVX stock in 
margin accounts was speculative with a high degree of risk. 


Contemporaneously, the defendants Alex. Brown and Adler, 
without admitting or denying the allegations contained in 
the Commission’s complaint, consented to the entry of a 
Final Judgment of permanent injunction enjoining them 
from further violations of the aforementioned market 
manipulation, anti-fraud and securities holding reporting 
provisions. 
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Richard ... Hewitt, Administrator of the Forth Worth 
Regional Office of the Securities and Exchange Commission, 
today announced the filing of a civil injunctive complaint in 
Federal District Court at Shreveport, Louisiana, on April 8, 
1976, against Oil & Gas Producers, Inc. and William P. 
Maroski, both of Shreveport, charging violations of the 
registration and antifraud provisions of the federal securities 
laws. 


Oil & Gas Producers, Inc. and Maroski were charged with 
violations of the registration and antifraud provisions of the 
federal securities laws in the offer and sale of fractional un- 
divided working interests in oil and gas leases located in 
Caddo Parish, Louisiana, and Pecos County, Texas. 


In addition, the complaint requested the appointment of a 
receiver to take control of the assets of Oil & Gas Producers, 
Inc. As grounds for the appointment of a receiver, the com- 
plaint alleged that Oil & Gas Producers, Inc. was insolvent 
and that funds obtained from investors in fractional un- 
divided working interests in oil and gas leases offered by Oil 
& Gas Producers, Inc. had been mismanaged and obtained 
through fraud. 


Federal District Judge Tom Stagg has set April 16, 1976, as 
the date for a hearing on the Commission’s motion for a 
preliminary injunction and the appointment of a receiver. 
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